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6I INTRODUCTION
A. General Scope of Thesis
Surplus property disposal is one of the major problems
(1)
confronting the nation as a direct result of the war* It
is the purpose of this thesis to analyze the Government's
program for handling the complex problem of achieving efficient
surplus property disposal without disrupting the national econo-
my by unbalancing mark-eta,
1. Main Research Objective
It is generally admitted that the Government's pro-
gram for disposing of surplus property arising out of World
War I was ineffective and poorly administered. In order to
prevent 8 repetition of this inefficiency in the disposal of
surplus property arising out of World War II, President
Roosevelt as early as October 1942, called on Congress to
(1) Surplus disposal is listed along with (a) housing and
construction, (b) food supolies and agricultural adjustment,
(c) transportation, (d) reconstruction overseas, (e) demobi-
lization and veterans' rights, and (f) scientific research
as a major special problem of the reconversion period by the
Director of War Mobilization and Reconversion. Fourth Report
to the President, the Senate and the House of Representatives’
by the Director of War Mobilization and Reconversion, Octofcer 1,
1945, p. 27.
.*
I
.
In view of this
( 1 )
undertake a study of the entire problem,
advanced planning. It might be assumed that the surplus dis-
posal program is functioning smoothly. However, because of
the complexities in regulations and administration necessi-
tated by the huge quantities, the great variety, and the
scattered location of surpluses, it is not readily apparent
whether the Government’s surplus disposal program is operating
efficiently. Some critics and observers maintain that the
program is not effectively aiding the national reconversion
(2)
to a peacetime economy; other observers and critics main-
tain that the program represents a well-coordinated attack on
a tremendously complex problem and is achieving effective
disposal at a reasonably high percentage of realization with-
out endangering the national economy by dumping surplus goods
(3 )
on civilian markets. In the light of these conflicting
(1) Fuller, Helen, "Our Surplus Billions", The New Republic
(Vol . 113, No. 9), August 27, 1945, p. 252.
(2) Babson’s Washington Service (Business Statistics Organi-
zation, Inc., Babson Park, Massachusetts), October 29, 1945,
p. 4. See also Senate Subcommittee Print No. 1, 79th Congress
1st Session (Surplus Far Property Subcommittee of the Special
Committee to Study Problems of American Small Business), p. 4,
in regard to opposition of Mr. E. J. Olrich, former head of
Office of Surplus Property, Treasury Department, toward Sur-
plus Property Act and its objectives.
(3) Woodlock, Joseph P., "How RFC Is Marketing Industrial
Surplus", Industrial Marketing (Vol. 30, No. 6 ), August, 1945,
p. 40. See also ''From War to Peace: a Challenge", report pre-
pared by the Director of the Office of War Mobilization and
Reconversion in collaboration with the Office of War In-
formation and other Government agencies, August 15, 1945, p. 9
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points of view, the mein research objective of this thesis
is to determine the degree of effectiveness of the Government*
surplus property disposal program by obtaining and evaluating
the answers to the following questions:
a. Has the Government an effective surplus
oroperty disposal program that is achiev-
ing a maximum rate of realization?
b. Has the Government an effective surplus
property disposal program that is aiding
the country in rapidly converting to a
peacetime economy of high production and
high employment? (1)
£. General Plan of Presentation
In evaluating the Government's surplus property
disposal program in relation to the national economy, the
general plan of presentation will be:
a. To outline the scope of the problem,
b. To discuss at length the Government's ob-
jectives in its disposal program and the re-
lationship of th09© objectives to the national
economic welfare.
c. To explore thoroughly speci< ic topics (viz,,
capital and producers' goods disposal; con-
sumer goods disposal; surplus property dis-
posal in relation to small business and veterans;
(1) Professor Theodore 0, Yntema in the introduction to
Liquidation of ffar Production by A. D. H, Kaplan (McGraw-Hill
Book Company, Inc
, ,
New Yortc, 1944) states on p, xiii: "The
policies and practices adopted in the cancellation of war con-
tracts, in the disposal of surplus war investments, and in the
disposal of government -orned plants will be among the dominant,
factors in determining how successfully we shift from a wpr to
a peace economy."
‘'
' ! fV •
and contract settlement ) moat vitally con-
nected with the Government’s surplus property
disposal program, with main consideration
being given to the question of the relation-
ship of those topics to the Government’s
surplus property disposal program and the
national economy.
d. To consider weaknesses, abuses, and safeguards
in the surplus property disposal program,
e. To draw pertinent conclusions as to the effec-
tiveness of the program and to make recommen-
dations for increasing that effectiveness,
3. Restricted Scope of Thesis
Because of the vest scope of the surplus property
disposal program, a better overall picture of the degree of
effectiveness of the program can be obtained by limiting the
discussion to the four specific topics mentioned in the pre-
ceding paragraph rather than to delve into every byway of
surplus disposal. The following topics are being omitted
from specific discussion as being unnecessary to the attain-
ment of the research objective and as being beyond the scope
of the thesis: (a) overseas surplus disposal; (b) surplus
ships and maritime property disposal; (c) surplus agricultur-
al commodities and food disposal; (d) surplus real property
disposal; and (e) stockpiling.
4, Complexity of the Present Problem
Surplus property disposal represents an unusually
complex problem of administration and procedure because of
the vast amounts of surplus which is scattered all over the
10 rnorryfiti'
t: a
.
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globe. It has been estimated that totRl surpluses will ap-
( 1 )
proximate $ 100, 000. 00C, 000 t original cost to tne Government
•
It will comprise every conceivable variety of goods, both civ-
( 2 )
ilian and military, and will consist of some 4,000,000 items.
Moreover, 288,000 prime contracts involving 162,000,000,000
in cancelled commitments were terminated since the beginning
(3)
of war production to September 30, 1945.
Among the multitude of problems that those respon-
sible for the administration of the surplus disposal program
have had to face are: ( a ) delegation of responsibility for
speedy disposal of various tvoes of surplus; (b) formulation
of regulations to aid expeditious settlement of terminated con-
tracts and expeditious plant clearance; (c) formulation of
regulations to insure most satisfactory pricing and distri-
bution methods. The problem was even more complicated by the
necessity for shaping regulations that would best safeguard
the public interest, and would not dislocate the civilian
economy. It has been estimated, for example, that if all
the shoes on hand at the end of the war were to be dumped on
(1) Sec ond Quarterly Pr ogress F.eport of the Surplus Property
Eoard
,
May £5, 1945, preface, p. III.
C
(2) Ibid., preface, p. V.
(3 ) Fifth Quarterly Re port of the Office of Contract Settle -
ment, October 3i, 1945, p. 1.
••
' *
*
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( 1 )
the civilian market, the shoe industry would be destroyed,
a. Comparison with World War I
The magnitude and complexity of the problem of dis-
posal of World War II surplus can be more accurately Judged
when comparison is made with the problem presented by the
disposal of World War I surplus. One Government report sets
the amount of surplus at the time of the Armistice at approxi-
( 2 )
mately $7,000,000,000. Another authority states that the
surplus after World War I totaled from $3,500,000,000 to
(3)
$5,000,000,000, embracing 250,000 different items. Whatever
the exact figure, it represents but a small fraction of the
(4)
huge surpluses accumulated by World War II production.
The difference between the scope of the two problems can be
pointed up even more sharply by considering that contract
cancellations after World War I only involved about
( 5 )
$4,000,000,000, whereas contract cancellations in World
( 6 )
War II totaled approximately $62,000,000,000. Moreover,
(1) Sypher, A. H., "Post-War Sword of Damocles", Nations Busi -
ness (Vol. 31, No. 6), June, 1943, pp. 27-8.
(2) Second Quarterly Progress Reoort of the Surplus Property
Board
.
May ’28", IW5, pT'gj *
(3) Kaplan, A. D. H. , The Liquidation of War Production (McGra
Hill Book Company, Inc., New Yortr, 1044), p. 68.
(4) See preceding page.
(5) Kaplan, A. D. H., op. cit., p. 34.
(6) See preceding page.
•.
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the total output under the war contracts of World War I,
including Army, Navy, and War Shipping Board contracts
*
(1)
amounted to only $17,000,000,000, whereas the purchases
of the Army, Navy, Maritime Commission, and other Federal
(2)
agencies since 1940 exceeded $200,000,000,000 by July 1, 1945,
Despite the complexities surrounding the surplus
disposal problem of World War II (complexities which had largely
arisen from the fact that a great deal more of our total econo-
my was devoted to war production than in World Far I), the
Government, was more adequately prepared to cope with the
problem of surplus disposal because it hod gained experience
from the difficulties encountered in World Wsr I and had done
considerable advance planning in anticipation of similar but
more complex problems. In World War I, the Armistice of
November 11, 1918 found the country without any program for
surplus disposal. It was not until 20 days after the Armi-
stice that the Army called 158 officers to Washington to
(3)
draft a surplus disposal program. Largely due to this
lack of planning, the history of surplus disposal in World
(1) Kaplan, A. D. H., op. cit., p. 21.
(2
)
Third Report to the President, the Senate and the House
of Representatives by" the Director of War Mobilization and"
"
Reconversion
,
July 1, 1546, p.
(3) Senate Report No. 110, 79th Congress, 1st Session (Special
Committee investigating the National Defense Program ), p. 3.
fo u to ‘ri
4
>J <0 <?ro f
1(1)
War I is one of confusion, inefficiency, and dishonesty.
B. History of Organization for Surplus Disposal
In contrast to the haphazard development of a dis-
posal organization to deal with World War I surplus, the es-
tablishment of a definite disposal organization to deal with
World War II surplus ©s a specialized function may be said to
have begun as early as October 1942, when President Roosevelt
requested Congress to undertake a study of the surplus dis-
posal program. In response to this request, various proposals
and measures were presented In Congress. In the midst of the
discussions engendered by these proposals and measures, a
report on war and post-war policies was published on February
15, 1944 by Bernard M. Baruch and John M. Hancock. Prior to
this time (since 1935), the Procurement Division of the
Treasury Deoartment had been mainly responsible for disposing
of surplus properties arising from the disestablishment of
( 2 )
peacetime Government agencies. By Executive Order No. 9235,
dated August 31, 1942, a Federal Property Utilization Branch
(1) Ibid., p. 4.
(2) Second Quarterly Progress Report of the Surplus Property
Board, toy 28, 1945, p. II.
G
-
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was established within the Treasury Procurement Division end
was charged with the responsibility of effectively conserving
and utilizing all tyoes of property owned by the Federal
Government. During the first year of the existence of the
Federal Property Utilization Branch, the emphasis was on
conservation and utilization rather than on disposal, with
the principal source of surplus property being Government
agencies outside the military. In the second year of existence
of the Federal Property Utilization Branch, the entire picture
changed radically, the emphasis now being on disposal rather
than on conservation and utilization, and the chief source of
( 1 )
surplus property being the various military services. On
February 19, 1944, as 8 direct result of the Baruch-HRncock
report, the Surplus War Property Administration was established
in the Office of War Mobilization by Executive Order No. 9425,
and the Procurement Division of the Treasury Department became
only one of several disposal agencies for surplus property
and was made subject to the general supervision of the Surplus
War Property Administration.
1. Baruch-Hancock Report
The Baruch-Hancock report recommended that a Surplus
(1) For a brief history of surplus disposal by the Treasury
Department up to July 31, 1944, see Hearings before Special
Committee Investigating the Nat lona lH^eTense Program, 7£th
Congress, 2n<3 Session, Pari 2$, Exhibit No7 l23lC PP. 11370-
11373, arifTxKTfcrt No. 1237, pp. 11373-11374.
•'•
J rv?
!
.
•
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Property Administrator
,
assisted by a Surplus Property Board,
be appointed to handle every aspect of surplus property through
clearly defined disposal agencies. The reoort further sug-
gested that ten basic Drinciples be followed by the Admini-
strator in setting up broad policies:
”1. Sell as much as he can as early as he can without
unduly disrupting normal trade.
2. Listen to pressure groups but act in the national
interest
.
3. No sales, no rentals to speculators; none to pro-
moters .
4. Get fair market prices for the values with pro-
ceeds of all sales going to reduce the national
debt.
5. Sell as in a goldfish bowl, with records always
open to public inspection.
6. As far as practicable, use the same regular chan-
nels of trade that private business would in dis-
posing of the particular properties.
7. No Government operation of surolus ^ar plants
in competition with private industry.
Q. No monopoly; equal access to surpluses for all
businesses; preference to local ownership, but no
subsidizing of one part of the country against an-
other
.
9. Scrap what must be scrapped but no deliberate
destruction of useful property.
10. Before selling surplus equipment abroad, assure
America's own productive efficiency on which our
.V.
.
i
;
'
- \
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(1)
high wages and high living standards rest."
a. Surplus War Property Administration
So highly did the President regard the recommend-
ations contained in the "Report on War and Post-War Adjustment
Policies", by Bernard M. Baruch end John M. Hancock, that he
issued Executive Order No. 9425 on February 19, 1944, only
four days after the submission of the report to the Director
of War Mobilization. In this Executive Order, the recommend-
ations of the Baruch-Hancock report were closely followed.
The Surplus War Property Administration was established in the
Office of War Mobilization, with William L. Clayton as Surplus
War Property Administrator. Inasmuch as surpluses had not
yet grown large enough to be a pressing problem, the Surplus
War Property Administration devoted itself mainly to the
formulation of basic policies and regulations. Among the more
significant accomplishments of the Surplus ?/ar Property Ad-
ministration were: (a) the establishment, in compliance with
Executive Order No. 9425, of a disoosal organization in which
the disposal agencies and the broad classes of property as-
signed to each agency were designated; (b) the establishment
of a procedure for reporting surpluses; and (c) the establish-
ment of policies regarding prices and methods of distribution.
(1) Report on War and Post-War Adjustment Policies , by Bernard
M, Baruch and John M. Hancock, Advisory Unit i^or War and Post-
War Adjustment Policies, Office of War Mobilization, February
15, 1944, p. 24.
.'
'
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2m Surplus Property Act of 1944
However, the Surplus War Property Administration
represented only a preliminary step in the evolution of the
establishment of 8 central authority over surplus property
disposal. After much wrangling. Congress finally passed the
Surplus Property Act of 1944, approved October 3, 1944, by
which a three-man Surplus Property Board was established in
the Office of War Mobilization and Reconversion to carry on
the work of surplus property administration.
a. General Intent of the Act
The Surplus Property Act has been described as a
chapter of free enterprise, and as the first comprehensive
law affecting general classes of Government surplus property
( 1 )
disposal since World War I. Its general intent was to
establish legislation for the most effective utilization of
surplus property in the prosecution of the war, and for the
most effective disposal of surplus property in converting from
a war to a peacetime economy. Considerable space is allotted
in the Act to a statement of object iveo. So important is a
full appreciation of the objectives of the Act to a complete
unders tending of the whole surplus disposal picture that a
review of cnose objectives and their implementation is post-
poned to Chapter II, which will be mainly devoted to that
(1) Second Quarterly Progress Report of the Surplus Property
Board
-
! May 25, 1945 , p. 12.
' C *" **

subject
.
b. Surplus Property Board
The Surplus Property Board, established by section
5 of the Act, was empowered by section 6 with the general
supervision end direction over ”(1) the care and handling and
disposition of surplus property, and (2) the transfer of sur-
plus property between Government agencies.” The Board was not
fully confirmed and did not actually start functioning until
about the 1st of February 1945. The members of the Board nom-
inated by tbs President and approved by Congress were: Senator
Guy M. Gillette of Iowa, Chairman; former Governor Robert A.
Hurley of Connecticut; and Edward A. Heller of California.
The Board, as soon as confirmed, promptly began work-
on setting up broad policies under which the various disposal
agencies were to operate, and on formulating, the regulations
by which the various provisions of the Act were to be imple-
mented. However, because of the fundamental changes in exist-
ing regulations required by the Act and the necessity, on the
other hand, of maintaining continuing operations in surplus
property administration, section 55 of the Act provided that
all policies and procedures prescribed by the Surplus War
Property Administration were to remain in effect until super-
seded by regulations prescribed under the Act. As a result,
Surplus War Prooerty Administration regulations continued to
.
affect to some degree surplus property disposal operations,
c. Surplus Property Administration
It was not many months before It become apparent
that the Board was having difficulty in agreeing on interpre-
tations of the Act and in arriving at unanimous decisions.
Chairman Guy M. Gillette, who had himself previously been of
the opinion that the provisions of the Act should be adminis-
tered by a Board rather than by one Administrator, admitted
after a few months' experience as a member of the Eoerd that
he was convinced that the Act should be administered by one
person. "The decisions made in the adrainistrat ion of the Act
are of such vital import to the national economy that there
should be highly centralized authority to make the decisions,
and equally centralized responsibility for those decisions.
Under Board procedure there will certainly be in the future,
as there have been in the past, differences of opinion, and
many of these great decisions will be made by divided vote
of the Board membership. It can readily be seen that the
import of some of these decisions will be so far-reaching
that there will be a temptation on the part of minority
opinion to disclaim responsibility for decisions made, and
/
this would be especially true if the decisions proved to be
faulty in application. Whatever faults might be inherent in
a single head for this agency, it seems to me that they would
be far offset by the advantages of centralized authority and
••
‘
'
jfl i>© ;2 vtineo o v t vb*^ ^ Jet to t r. * ;
(1)
responsibility.
"
Recognizing the necessity for promptness and re-
sponsibility in policy decisions affecting surplus disposal,
President Truman recommended that Congress enect a measure to
replace the three-man Surplus Property Board by a single Ad-
ministrator. In response to this recommendation. Public law
181, approved September 18, 1945, was passed abolishing the
Surplus Property Eoard and creating the Surplus Property Ad-
ministration (headed by a Surplus Property Administrator) to
exercise the functions of the Surplus Property Eoard. The
then Chairman of the Surplus Property Eoard, W. Stuart
Symington, was nominated as Surplus Property Administrator,
and confirmed by the Senate on September 26, 1945.
3. Organizational Trends
The organizational trend in surplus disposal is
definitely toward the creation of a single centralized au-
(2)
thority with a minimum of disposal agencies. The surplus
disposal program has been In a fluid state ever since its in-
ception, and is constantly subject to adjustments in the light
of actual experience. Because of this state of transition,
(1) From 8 Letter from Guy M. Gillette, Chairman of the Sur -
plus Property Foard to Senator Joseph C. 6' Mahoney , Chairman
of the Subcommittee on Surplus Government Property and Related
Problems
,
dated June 29, 1946 (published as a Subcommittee
Print, 79th Congress, 1st Session, United States Government
Printing Office, Washington, 1945), pp. 1-2.
(2) See p. 31 and pp. 96-97.
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it is necessary to note that the facts and data in this thesis
are based on information available at approximately February
15, 1946.
C. BASIC DEFINITIONS
Before turning to an extended exploration in Chapter
II of the objectives of the Surplus Property Act and their
Implementation, it is worthwhile to clearly define basic terms
that will occur throughout the thesis.
1. 11 Property "
The term "property" is defined in the Surplus Pro-
perty Act of 1944 as "any interest, owned by the Dhited States
or any Government agency, in real or personal property, of any
kind, wherever located, but does not include (1) the public
domain, or such lands withdrawn or reserved from the public
domain as the Surplus Property Board (created by section 5)
determines are suitable for return to the public domain for
disposition under the general land laws, or (2) naval vessels
of the following categories: Battleships, cruisers, aircraft
(1)
carriers, destroyers, and submarines."
(1) Public Law 457, 78th Congress (Surplus Property Act of
1944), section 3(d).
.•
'
-
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a. "Surplus Property"
The term "surplus property" Is defined In the Act
as "any property which has teen determined to be surplus to
the needs and responsibilities of the owning agency In ac-
( 1 )
cordance with section 11."
2. "Disposal Agency "
The term "disposal agency" is defined in the Act
as "any Government agency designated under section 10 to dis-
(2)
pose of one or more classes of surplus property."
3 • " Owning Agency "
The term "owning agency" is defined in the Act as
meaning in the case of any property "the executive department,
the independent agency in the executive branch of the Federal
(1) Ibid., section 3(e). Section 11 embraces the duties and
responsibilities of the owning and disposal agencies in the
declaration and disposition of surplus property.
(2) Ibid., section 3(c). Section 10 embraces the general rule
to be followed in designating the disposal agencies:
"(a) Except a3 provided in subsection (b) of
this section, the Board shell designate one or
more Government agencies to act as disposal
agencies under this Act. In exercising its
authority to designate disposal agencies, the
Board s*i°ll assign surplus property for disposal
by the fewest number of Government agencies
practicable and, so far as it deems feasible,
shall centralize in one disposal sgency re-
sponsibility for the disposal of all property
of the same type or class.
(b) The United States Maritime Commission
shall be the sole disposal agency for surplus
vessels which the Commission determines to be
merchant vessels or capable of conversion to
merchant use, and such vessels shall be dis-
posed of only in accordance with the pro-
visions of the Merchant Marine Act, 1936, as
amended, end other laws authorizing the sale
of such vessels."
' * -
,'i
.
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Government, or the corporation (if a Government agency).
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having control of such property otherwise then solely as e
(1)
disposal agency."
(1) Ibid., section 3(h)
.
II OBJECTIVES OF THE SURPLUS PROPERTY DISPOSAL PROGRAM
A. Analysis of Objectives of Surplus Property Act
A detailed analysis of the objectives of the Surplus
Property Act is necessary in order to evaluate correctly the
progress made in the surplus property disposal program. The
Act was designed to "aid the reconversion from a war to a
peace economy through the distribution of Government surplus
property and to establish a Surplus Property Board to effectu-
( 1 )
ate the same, and for other purposes."
1. Enumeration of Objectives
So important are the objectives of the Surplus
Property Act to an understanding of the problems connected
with the administration of the Act, that it is considered
( 2 )
neceseary to quote at this point in full that section
which is devoted to a statement of objectives:
"The Congress hereby declares that the objectives
of this Act are to facilitate and regulate the orderly dis-
posal of surplus property so as -
(1) Public Law 457, 78th Congress (Surplus Property Act of
1944 ]f, preamble.
(2) rbid. , section 2
,.
(a) to assure th© moat effective use of such
property for war purposes end the common defense;
(b) to give maximum aid in the reestablishment
of a peacetime economy of free independent private enter
prise, the development of the maximum of independent
operators in trade, industry, and agriculture, and to
stimulate full employment}
(c) to facilitate the transition of enterprises
from wartime to peacetime production and of individuals
from wartime to peacetime employment;
(d) to discourage monopolistic practices and to
strengthen and preserve the competitive position of
small business concerns in an economy of free enterprise
(e) to foster and to render more secure family-
type farming as the traditional and desirable pattern of
American agriculture;
(f) to afford returning veterans an opportunity
to establish themselves as proprietors of agricultural,
business, and professional enterprises;
(g) to encourage and foster post-war employment
opnortunit ies
;
(h) to assure the sale of surplus property in
such quantities and on such terms as will discourage
disposal to speculators or for speculative purposes;
(i) to establish and develop foreign markets and
promote mutually advantageous economic relations between
the United States and other countries by the orderly
disposition of surplus property in other countries;
(j) to avoid dislocation of the domestic economy
and of international economic relations;
(k) to foster the wide distribution of surplus
commodities to consumers at fair prices;
(l) to affect broad and equitable distribution
of surplus property;
(m) to achieve the prompt and full utilization of
surplus property at fair prices to the consumer through
o c. r f >
l i i> \ )
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disposal at home and abroad with due regard for the pro-
tection of free markets and competitive prices from dis-
location resulting from uncontrolled dumping;
(n) to utilize normal channels of trade and com-
merce to the extent consistent with efficient and economic
distribution and promotion of the general objectives of
this Act (without discriminating against the establishment
of new enterprises);
(o) to promote production, employment of labor,
and utilization of the productive capacity end the natural
end agricultural resources of the country;
(p) to foster the development of new independent
enterprise
;
(q) to prevent insofar as possible unusual and
excessive profits being made out of surplus property;
(r) to dispose of surplus property as promptly as
feasible without fostering monopoly or restraint of trade,
or unduly disturbing the economy, or encouraging hoarding
of such property and to facilitate prompt redistribution
of such property to consumers;
( 8 ) to dispose of surplus Government -owned
transportation facilities and equipment in 3uch manner
as to promote an adequate and economical national transpor-
tation system; end
(t) except as otherwise provided, to obtain for
the Government as nearly as possible, the fair value of
surplus property upon its disposition."
2. Breakdown by Major Objectives
It has frequently been stated that the objectives
of the Act are so contradictory as to render the Act unwork-
( 1 )
able. However, a closer analysis reveals that there is
little that is contradictory in the objectives but much that
( 1 ) Senate Subcommittee Print No. 1, 79th Congress. 1st Session
( Surplus War Property Subcommittee of the Spec fa l l; ommltfe e
“
to Study the problems of American Small Business), p. 25.
S. i , >• >
'
-
*
• >
2?
is repetitious. This fact has been demonstrated by a Senate
subcommittee, which regrouped the twenty objectives under the
following six major headings:
1. Aid to the prosecution of the war;
2. Reconversion without major dislocations in the
domestic economy;
3. Encouragement to sms 11 and independent enterprises;
4. Foreign relations and expanded foreign trade;
5. Transportation;
( 1 )
6. Return to the Government.
The Surplus Property Board in turn has paraphrased
this regrouping of objectives as follows (in order to bring
out the point that the objectives are not all different, that
they overlap one another, and that they are principles rather
than mandates):
"1. To aid the prosecution of the Japanese war;
2. To effect reconversion from war to peacetime economy
without major dislocations;
3. To encourage small and independent enterprise; in-
cluding suitable methods of sale, aid to veterans,
and safeguards against monopoly and speculators;
4. To pronote advantageous foreign relations and
expanded foreign trade;
5. To promote an adequate, economical transportation
system
;
6. Within these limits, 'to obtain for the Government
(1) Senate Subcommittee Print No. 1, 79th Congress. 1st Session
( Surplus War Property Subcommittee of the Special Committee to
Study the Problems of American Small Business), pp. 26-27,
tf
* f
-
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as nearly as possible the fair value of surplus
property upon Its disposition.* "(1)
3. Social Objectives versus Monetary Returns
In reviewing the objectives of the Act, one particu-
lar factor must be acknowledged, viz., that the Act has been
designed with a view toward attaining social, nonmonetary ob-
jectives even at the expense of immediate monetary returns.
This general policy is apparent in the provisions of the Act
that concern such matters as Governmental priorities, assistance
to small business, assistance to veterans, assistance to
farmers, and preferential treatment for tax-supoorted and non-
profit institutions. The social aspects of the Act can be
best brought out, under the limitations of this thesis, by
confining the discussion to only two nonmonetary benefits:
assistance to small business and assistance to veterans.
These two topics will be thoroughly reviewed in Chapter V.
B. Implementation of Objectives
In implementing the objectives of the Surplus
Property Act, certain general guiding policies were adopted.
These guiding policies were principally built up from lessons
( 1 ) Second Quarterly Progress Report of the Surplus Property
Foard, Way 1945, p. 12.
>
'
.
1
t
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learned from experiences encountered In florid War I disposal
of surplus property.
1. Accurate Knowledge of Surplus Inventories
One of the chief difficulties in the orderly disposal
of surplus property in World War I lay in the lack of a defi-
nite knowledge and adequate description of surplus inventories.
In World War II, on the other hand, both the Army and the
Navy - despite the necessity of obtaining huge quantities of
materials under wartime conditions - early attempted to es-
tablish adequate inventory control systems. It wes in 1943
and 1944 that real attention began to be paid by the armed
services to inventory control. On June 13, 1944, the President
steted in a report to the Senate that the records of the War
Department did not provide accurate or coraolete information
( 1 )
on surpluses. The Army encountered many difficulties in
(2)
meeting the objectives of adequate Inventory control, but
persevered In its efforts so that at the present time surplus
disposal is not being delayed by inadequate knowledge of inven-
tories. The Navy also recognized the importance of adequate
(1) Senate Report No. 10. Part 20, 78th Congress, 2nd Session
(Special Committee Investigating the National Defense Program)
,
reprinted in Fourth Annual Report of Special Committee Invest
1
-
gatlng the National defense Program Pursuant to S. #es. 71,
July 3ti, 194 3,' p. led.
(2) For an example of the difficulties encountered in maintaining
inventory control under wartime conditions, see history of
inventory control at the Army Service Force Depot, Columbus,
as recorded in Hearings before Special Committee Investlgat lng
the National Defense program. 78th Congress, 2nd SesslonT
Part 56. pp ."'118^7-11^56,
'*
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Inventory control, and as early as June 1943 undertook a
special program to prevent the accumulation of excess materials
and as early as May 1944 established an inventory Control
Office, which was empowered to organize an inventory control
(1)
system throughout the entire Navy,
a. Comparison with World War I
In World War I, the obvious fact was not recognized
until the end of the war that no determination of surplus or
disposal of surplus could be made without accurate knowledge
of what property existed in the various Army and Navy depots.
The War Department officials especially encountered difficul-
ties on this score:
"The headaches caused by inadequate descriptive
lists of property, or inventories, can hardly be
exaggerated Thousands of substitutes had
been purchased Substitute textiles, for ex-
ample, had to be investigated to determine the
use for which they had been purchased, whether
they were still suitable for the original use,
or if they were capable of filling some other
existing need approximately 6 months were
required merely to count the materials and pre-
pare rough inventories inventories were
often out of date before they were completed . " (2)
2. Central Control over Surplus Disposal
The need for a centralized authority end control
(1) Testimony of Admiral J. M. Irish in Hearings before Special
Committee Investigating the National Defense Program, 78tn
Congress, 2nd Session, Part £5
, p. mil.
(2) Quoted from Senate Subcommittee Print 76th Congress ,
2nd Session
, p. Tj appearing In Second Quarterly Progress Re -
port of the Surplus Property Board , *.ay 23, 1945, p. 7, See
also similar comments by Kaplan, A. D. H.
,
op. c it
. , p. 69.
I
*
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In disposal of surplus property was recognized early In World
War II. The Peruch-Hancock report of February 15, 194^ recom-
mended the creation of a Surplus Property Administrator with
(1)
full authority for handling every aspect of surplus disposal.
The development of surplus disposal administration 3lnce that
report has been constantly In the direction of a single central-
ized authority, with a minimum of agencies acting under its
( 2 )
direction to handle the dispose] of surplus property. The
latest move toward this end has been the creation, of the War
Assets Corporation as a subsidiary of the Reconstruction Fi-
nance Corporation, with the resDons lbility for disposal of
(3)
both caoital and producers' goods and consumer goods. It
has been estimated that the War Assets Corporation will handle
approximately 90# of all the surplus property that the Govern-
(4)
ment has to sell.
a. Comparison with World War I
On the other hand, as has been stated before
(5)
the
(1) Paruch, P. M. and Hancock, J. M., op. cit., p. 13.
(2) See the history of the existing organization for surplus
disposal, Chapter I, pp. 13-21.
(3) The War Assets Corporation took over all surplus property
disposal functions of the Reconstruction Finance Corporation
effective January 15, 1946, with Lt . Gen. E. B. Gregory as
Chairman. See Quarterly Progress Report to the Congress by
the Surplus Property Administration, Fourth Quarter! 19?B
,
January 3l, 194$, p. 11.
(4) "Nations Salesman", Business Week (No. 843), October 27,
1945, pp. 42-43.
(5) See Chapter I, p. 12.
'• •
Armistice of November 11, 1918 found the United States without
any organization for surplus disposal. In fact, no definite
plans were officially announced for the disposal of surplus
( 1 )
arising out of World War I until February 1919, and the lack
of central control over the disposal of surplus property was
a main factor in the confusion surrounding surplus disposal in
the months that followed. It was not until nearly three years
after the end of the war that a central 8gency (Office of Feder-
al Coordinator) was created to establish uniform regulations
in the various disposal agencies and to administer policies
( 2 )
and procedures.
b. Comparison with Canada
It is helpful at this point to compare the central
authority and control over surplus disposal that has been de-
veloped in our country with the Canadian organization for surplu
.disposal. Canada has a more highly centralized and coordinated
surplus disposal system than the United States: under the
Surplus Crown Assets Act, all responsibility for surplus dis-
posal is vested in the Minister of Munitions and Supply, who
is responsible in addition for settling war contracts (which
in the United States is handled by a separate office, viz.,
Office of Contract Settlement). The Minister performs these
(1) Howenstine, E. J. , Jr., The Economics of Demobilization
(Public Affairs Press, Washington, 1^44), p. 248.
(2) Sec ond
PoarcT] May
Quarterly
28, 1S4ST'
Progress Report of the Surplus Property
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functions through the War Assets Corporation, which was created
by the Surplus Crown Assets Act and which Is responsible and
(1)
subject to the direct control of the Minister.
3 . Prompt Declaration and Prompt Disposal
The necessity for prompt declaration of surplus by
the owning agencies and for prompt disposal by the disposal
agencies was recognized fairly early in World War II. The
Earuch-Hancock report listed as an objective of surplus dis-
posal administration the sale of as much surplus as early as
(2)
possible without unduly disrupting normal trade. The report
also recommended that the Army and Navy examine their Inven-
tories of the most critical civilian items to see what could
safely be released during the war for the civilian economy
(3)
without retarding the successful prosecution of the war.
The Office of War Mobilization and Reconversion
listed in its report of July 1, 1945 as one of the major
problems of the Sumlus Property Foard the speeding of sur-
plus declarations and the obtaining of advance notice so
that warehousing, handling methods, and sales could planned
even before the surplus property actually came up for dis-
(1) Subcommittee Print No. 4, 79th Congress, 1st Session
( Surplus Property Subcommittee of the Committee on Milita r
y
Affairs), p. 2.
(2) See Chapter I, p. 15.
(3) Baruch, P. M. and Hancock, J. M. , op. cit., pp. 14-15.
._
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( 1 )
pose 1 . The Navy in particular has openly avowed its ac-
cord with these principles!
"It is the policy of the Navy: (A) to declare
property surplus in the maximum amounts which
the Navy can spare and to declare it now while
critical civilian shortages exist and while the
need for storage space is acute; (B) to cooper-
ate to the fullest possible extent with the
civilian disposal agencies by Insuring that de-
scriptive data and quantities reported on surplus
declarations are correct by working with repre-
sentatives of the disposal agencies in preparing
the material for sale and by shipping promptly
( 2 )
items which have been sold*"
a. Comparison with World War I
Whereas the Government took up the study of surplus
disposal in World War II at an early date. In 1918 It was ap-
parently caught flat-footed. Professor Kaplan states that
surplus sales did not get started until May 1919, six months
after the Armistice, partly because of the lack of Government
(1) Third
Eepresentat Ives
Report to the
W the
President
,
the
Director
Senate and the
Mobilization nd
House of
Rec on-?y n
W5”version, July 1,
(2) Secretary of the Navy Dispatch 211915 to All Naval St&tions,
pec emb'eV "2£. 194 5 igcTseie CTDerttl NflVAl
Op-OVb-hkc, Serial: 680-07, DTI -5 ( 1 ) to All bureaus, Eoards
and Offices of the Navy Department
.
September 13, 1945.
*•
:
,
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organization and partly because of the pressure of producers
( 1 )
for protection of their markets. This withholding of gooda
made for artificial scarcity and price inflation, which were
followed by a recession when public clamor forced the surplus
(2)
on the market in an avalanche.
C
.
Chief Disposal Agencies
The disposal agencies were originally designated
under Surplus War Property Administration Regulation No. 1,
effective May 8, 1944. Regulation No. 1 of the Surplus War
Property Administration was superseded by Regulation No. 1 of
the Surplus Property Eoard, effective May 1, 1945, with the
only major change as far as designation of disposal agencies
was concerned being the change in designation for consumer goods
from Treasury Procurement Division to Commerce Department.
Surplus Property Foard Regulation No. 1 was superseded in turn
by Surplus Property Administration Regulation No. 1, effective
November 10, 1945, and the designation for consumer goods was
changed from Commerce Department to Reconstruction Finance
(1) Kaplan, A. D. H.
,
op. cit., p. 69.
(2) Ibid., pp. 79-80.
• 1C •- V C . , * '
u, ic - >
* '
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Corporation. Fy revised Regulat ion No. e of the Surplus
Property Board, effective September 26, 1945, tne functions of
the Army-Navy Liquidation Commission, which was formerly charged
with the responsibility for surplus disposal overseas, were
transferred to the State Department, and by Executive Order
No, 9630, the Army-Navy Liquidation Commission was abolished
as of September 27, 1945.
The chief disposal agencies as of present dote are
as follows:
Disposal Agency
1. Reconstruction Finance
Corporation (War Assets
Corporation )
.
2. U. S. Maritime Commission.
3. Agriculture Department.
4. State Deportment.
5. National Housing Agency.
Surplus Property
Capital and producers’ goods
(including aircraft, industrial
plants, and industrial equipment);
consumer goods.
Ships and maritime property.
Agricultural commodities and food.
Property overseas.
Housing property.
D. Chief Owning Agencies
The War and Navy Departments are by snd large the
chief owning agencies of surplus property arising out of World
War II. They are charged by section 11 of the Surplus Property
Act with responsibility of: (a) surveying continuously the
.
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property in their control end determining whet property is
surplus to their needs: (b) reporting promptly to the Surplus
Property Board and the appropriate disposal agency all property
which they determine to be surplus and have not disposed of
under section 14. Section 14 authorizes the owning agencies,
subject to the regulations of the Surplus Property Board, to
undertake actual disposal in several esses. As provided in
Regulation 9 of the Surplus Property Administration, effective
October 12, 1945, these disposal operations are confined to:
(a) Sales to or by contractors of (Jove rnment -owned
termination inventories.
(b) Sales of small lots.
(c) Sales of waste, salvage, and scrap.
(d) Sales of products of research or normal oper-
ations
.

38
III CAPITAL AND PRODUCERS' GOODS DISPOSAL
Capital and producers' goods disposal constitutes
one of the most vital aspects of the whole surplus disposal
program. Effective and prompt utilization of capital and pro-
ducers' goods. Including as it does aircraft, industrial
equipment, and plants, is essential to the attainment of high
level production and high level employment. Putting plants
end equipment to work promptly will make possible the lifting
of wartime controls more quickly by increasing production to
( 1 )
feed hungry markets and to check inflationary pressures.
A, Aircraft Disposal
Aircraft disposal is not as vital to the progressive
growth of the national economy as industrial equipment and
plant disposal. However, aircraft disposal is an important
military and economic problem because of its connection with
the maintenance of national defense, the fostering of civilian
aviation, and the general problem of scrapping surplus property,
(1) Fourth Report to the President, the Senate, and the House
of Representatives by the Director of War Mobilization and
Reconversion"! October 1, 1045, p. §8.
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The Government, therefore, ha* paid close attention to develop-
ing a comprehensive program for the disposal of its surplus
aircraft and aircraft parts,
1. Scope and General Policy
Surplus aircraft and aircraft parts represent, in
terms of Government investment, the largest single class of
surplus property in the entire disposal program. Declared
aircraft surplus constituted more than two-thirds of the decla-
rations up to VJ-Day, and it is estimated that by the end of
June 1946, aircraft surplus will approximate a reported cost
( 1 )
of $17,500,000,000.
a. Development of Aircraft Disposal Program
The development of a comprehensive surplus disposal
program for aircraft began in the autumn of 1943 when the Army
Air Forces contracted with the Herverd Graduate School of
Business Administration to conduct a study of surplus aircraft
disposal. The program was further developed when Mr, William
L. Clayton, then Surplus War Property Administrator, early in
1944 established an Interdepartmental Committee under the
chairmanship of Mr. L. Welch Pogue, Chairman of the Civil
Aeronautics Board, to furnish guidance in the disposal of
surplus aircraft. The recommendations of the "Harvard" and
(2)
"Pogue** reports form the basis of the disposal program.
(1) "Aircraft end Aircraft Pcrts", Report of the Surplus
Property Administration to Congress
,
^ovem^er 23, 1945
, pp . 5 -6
.
(2) Ibid., p. 7.
I.
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The two reports pieced great emphasis on the im-
portance of air power to the national security; recommended
the fostering of a strong aviation industry by avoiding the
dumping of surplus aircraft; recommended direction in scrapning
lest national wealth he destroyed needlessly; and finally,
recommended disposals be made through normal distribution
( 1 )
channels at reasonable prices.
All surplus aircraft can be divided into four main
classes, viz., tactical planes, transport planes, personal plane
and components and parts. Inasmuch as the immediate problems
of disposal are different for each class, separate treatment
will be given to each class in the discussion that follows.
2. Tactical Aircraft*" 1 11 1,11 1
•
The Surplus ProDerty Administration is faced with a
major problem in making proper disposition of surplus tactical
aircraft. It is estimated that about 89,200 planes of the
tactical type (includes heavy, medium, and light bombers,
fighters, basic and advanced trainers, and miscellaneous
tactical types such as photographic and reconnaissance planes),
with a reported cost of $11,200,000,000, or more than 64 percent
of the total cost of Government surplus aircraft and aircraft
( 2 )
part 8, will be declared surplus by June 1946.
(1) Second Quarterly Progress Report of the Surplus Property
Board
,
May 25, 1645 , p. 76.
(2) "Aircraft and Aircraft Parts", op. cit., p. 10#
*'
<0 16^
! M S * ?
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The policy of the Surplus Property Administration
toward the disposition of surplus tactical aircraft is: (a)
sales to governments of friendly foreign nations, with the ad-
vice of the State, War, and Navy Departments; (b) sales, at
nominal prices to cover the cost of handling, to educational
Institutions In order to promote postwar training and aviation
(c) to scrap all unsalable surplus to minimize the cost of
care and handling; and (d ) to dispose of materials accumulated
from scrapping in accordance with the market's capacity to
absorb them,
3. Transport Planes
The surplus In transport planes will approximate
10,500 or about 10 percent of the total surplus In all planes.
However, they are the most Important planes from the stand-
point of value and commercial usefulness, with most of the
standard types being in very 3hort supply. The policy of the
Surplus Property Administration toward the disposition of
surplus transport aircraft is: (a) to make allocations so ns
to assure distribution In accordance with need and national
Interest; (b) to sell on a firm price policy, taking into ac-
count the high cost of conversion and the limited economic
life of surplus transport planes; and (c) to scrap all unab-
sorbed surplus, 88 soon as it is established that a market
no longer exists for this type of aircraft.
(1) "Aircraft end A lrc rs ft Parts", op , cit., p, 15
.!
, .
.9. L i Oil
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*
,
.
-
43
4. Personal Planes
Surplus personal planes include personal vehicles as
such and primary trainers adaptable to personal flying. This
type of surplus will approximate 17,500 planes or 15 percent
of the total number of surplus planes, but on a reported cost
basis will amount to less than 2 Dercent of the total Government
(1)
investment
.
The policy of the Surplus Property Administration
toward the disposition of surplus personal aircraft is: (a) to
sell personal vehicles as such by competitive bidding with
ceiling prices established to protect the purchaser from undue
inflation; (b) to sell primary trainers at firm prices which
take into account the different conditions of the planes; (c)
to concentrate all salable planes at a few locations so as to
minimize the cost of care and handling; and (d) to scrap all
planes which cannot be absorbed.
5. Aircraft Components and Parts
The problem of the disposition of aircraft components
and parts is the most difficult la the entire sphere of air-
craft disposal. The difficulty lies mainly in the multiplicity
and complexity of the items involved. Aircraft components and
parts include engines, propellers, instruments, motors, wheels,
valves, fittings, screws, and spare parts. The value of
surplus aircraft components and parts not incorporated in
(1) "Aircraft and Aircraft Parts", op. cit., p. 21.
•' l £
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planes may approach $4,500,000,000 by June 1946, even with
no allowance being made for the additional surplus that would
( 1 )
arise from possible salvaging of unsalable planes.
The policy of the Surplus Property Administration
toward the disposition of surplus aircraft components and parts
is: (a) to make detailed accounting and reporting subservient
to prompt disposal: (b) to offer contracts to industry for the
distribution of that portion of the surplus which is needed
for critical aviation; and (c) to minimize the cost of care
and handling by selling obsolete components and parts in lots
as items or as scrap by weight on the basis of sealed bids and
at the best price obtainable.
6. Progress to Date
An interdepartmental committee, consisting of repre-
sentatives from all principal Government agencies and department
interested in aviation matters, has been meeting regularly every
week since August 1944 and has given valuable guidance to the
( 2 )
Surplus Property Administration and to Congressional Com-
te)
mittees in coordinating the various aspects of the disposal
of surplus aircraft.
(1) "Aircraft and Aircraft Parts", op. clt., p. 25.
(2) Ibid., p. 7.
(3) Senate Report No. 199, Part 2, 79th Congress. 1st Session
(War Contracts Subcommittee of the Committee on Military
Affairs and the Industrial Reorganization Subcommittee of the
Special Committee on Economic Policy and Planning), pp. 6-20.
.
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In view of this advanced planning and in the light
of the restrictions on soles caused by the nature of the surplus
aircraft per se
,
it can be said that progress in the dispo-
sition of surplus aircraft has been excellent. All necessary
policies and procedures necessary to prompt disposal, with the
greatest benefit to the national economy, have been established.
Table I illustrates the fact that approximately 90 percent of
all surplus aircraft consists of tactical planes and aircraft
components and parts. Almost all this surplus is unsulted for
use in civilian aviation, and the indefinite retention of
surplus that cannot be disposed of within a reasonable time
Is an unwarranted burden to the taxpayer. The Surplus Property
Administration, therefore, is disposing and will continue to
dispose of all items as salvage or scrap which are determined
to be commercially unsalable.
B. Machine Tools Disposal
The problem of disposal of surplus machine tools
is the most Important among all classes of capital and pro-
ducers' goods, other than plants and aircraft, assigned to
the Reconstruction Finance Corporation for disoosal. Machine
tools are defined as "power-driven non-portable machines
,•
'
- I
.
'
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( 1 )
which shape metal by the removal of chips." They lie at
the very apex of industry. Reconversion cannot take place
until Industry is retooled.
1. The Problem in General
The Government owns, as far as can be determined,
75 percent of the newest and most efficient machine tools in
the country, consisting of approximately 550,000 units at an
(2)
estimated original cost value per machine tool of $4,400.
A tremendous national asset is Involved in this great reser-
voir for reconverting industry to peacetime production. Real-
izing the necessity for advanced timely olanning for the order-
ly and advantageous disposition of machine tools as they become
(3)
surplus to the Government needs, a Senate subcommittee In
May 1945 recommended (a) the establishment and maintenance,
on a current basis, of a central inventory of all Government
-
owned machine tools within the continental limits of the United
States, and (b) a full survey of the domestic and foreign mar-
ket and other possible outlets for surplus machine tools. In
(1) Report of the Attorney General of the United States on
Government Ownership of Machine Tools and Provisions for"
disposition of Surplus Machine Tools
.
April 24, 1945, p. i
.
(2) Statement of Wendell Perge, Assistant Attorney General of
the United States before the Subcommittee on Surplus War
Property of the Senate Smell business Committee, Washington,
XpriTTbTTSTS pp. 7-8
.
(3) Senate Subcommittee Print No. 3, 79th Congress. 1st Session
( Surplus War Property Subcommittee of4 the Special Committee to
Study Problems of American Small Business), pp. 1-2.
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addition to the assistance in meeting the problem of surplus
machine tool disposal embodied in these recommendations, ti?o
policies have already teen developed toward solving the surplus
machine tool problem: (a) sales of surplus machine tools to
contractors-in-possession and (b ) an adequate pricing formula.
2. Retention by Contract ors-ln-Possess ion
The rate at which machine tools become surplus lb
primarily determined bv contract termination. In order to
facilitate reconversion to peacetime production with a mini-
mum of loss of time and employment, Regulation No. 6 of the
Surplus Property Administration permits contractors-in-pos-
session to make Immediate purchase of Government -owned machine
tools which were formerly used in war production in their
plants. Under Regulation No. 6, sublessees and subcontractors
are also afforded protection, for they are considered "con-
tractors-in-posser sion" snd are eligible to purchase plant
equipment. Finally, Regulation Nc . 6 takes into considera-
tion the promotion of new capital and small business by mak-
ing the purchaser waive anv options he holds under the same
contract on plant equipment that is not necessary to hie
peacetime production, with the result that it is readily
available for general sale when it becomes surplus.
3 . "The Clayton Formula "
An adequate pricing formula was evolved for surplus
machine tools as early as August 9, 1944, when Regulation
I1
’ ,
-
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No. 3 was issued by the Surplus War Property Administration.
The so-called "Clayton Formula" adopted by this regulation
sets the price for surplus machine tools by correlating the
original price of the manufacturer to the period of active
use. This i 8 done by applying to the manufacturer’s original
price as a base the percentage appearing in Exhibit I to Sur-
plus War Property Administration Regulation No. 3 opposite the
period of active use of the machine tool.
It was pointed out by the Attorney General that the
scale established by the Clayton Formula prices embraced only
tools up to three years of age, whereas by April 1946 one-half
of the 550,000 tools owned by the Government would be more than
( 1 )
three years old. This deficiency in price coverage of the
Clayton formula was rectified by the issuence on November 2,
1945 of SurDlus Property Administration Regulation No. 13,
which provided a fixed price policy for used standard machine
tools by specifying: (a) prices at decreasing percentages of
original cost for machine tools in active use through 25 years;
and (b) ceiling prices for sales of machine tools with more
than 25 years of active use.
4 . Progress to Date
Only a small number of machine tools have been de-
(1) Report of the Attorney General of the United States on
Government Ownership of Machine Tools and Provisions for Dis -
position of Surplus Machine Tools
.
April 24, 1945, p. 35.
" V
•
•ox! n (• Sb2*0f0 4foi 1
i
3 ot »»<r o .
’
49
dared surplus, but were - at least up to the latter part of
(1)
1944 - disposed of In a most efficient manner. However,
overall figures show considerable room for improvement both In
the number and value of machine tools declared surplus and sold.
Declarations of metalworking machinery (including machine tools)
received by the Reconstruction Finance Corporation from June
1944 to June 1945 totaled $163,521,000, and disposals totaled
(2)
$64,553,000 at a sales price of $41,685,000, This consti-
tutes disposal of 39 percent of the dollar value of decla-
rations a t 65 percent of original cost. Furthermore, up to
I
July 31, 1945, only 36,473 machine tools were declared surplus,
(3)
and of these, only 12,634 were sold.
It is expected that the rate at which machine tools
are declared surplus will increase as more and more contract
(4)
terminations are settled snd plants cleared: almost 50 percent
of all Government -owned machine tools, for example, are in
private plants.
(1) The Attorney General, for example, points out that as of
August 22, 1944, 5,287 machine tools had been declared surplus
and 4,485 disposed of in over 3,000 transact ions . Report of
the Attorney General of the United States on Government Owner -
ship of Machine 'fools and Provisions for the di sposition ot
Surplus Machine frools
,
April 24, 1945, p, ^5.
(2) Third Quarterly Progress Report of the Surplus Property
Poar^r-Jurie^rTOS, p, 257
(3) Nineteenth Bimonthly Report of the Smaller War Plant s
Corporation
,
August 17, 1945, pV 9.
(4) Third Quarterly Progress Report of the Surplus Property
Poara; June SO, 1945, p. 5.
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C. Plant Disposal
Of all the general clashes of surplus property that
the Government owns, the disposition of industrial plants will
have the greatest effect, from a long range point of view, on
our economic, social and political structure. Furthermore,
the problem of the disposition of new war plants has no compa-
rable precedent in World War I end will, therefore, require
( 1 )
original solution.
1. Economic, Social, and Political Importance
The Government owns approximately one-fifth of the
Nation* s manufacturing capacity, representing an investment
( 2 )
of $16,000,000,000. This includes 98 percent of the syn-
thetic rubber industry; 90 percent of the aircraft industry;
90 percent of the magnesium industry; 55 percent of the alumi-
num industry; and a considerable, but not predominant, segment
of the steel, chemical, machine-tool and shipbuilding indus-
(3)
tries
.
Even though about $6,000,000,000 of plant facili-
ties are not disposable as such (smokeless powder and ammu-
(1) Kaplan, A. D. H., op. cit., p. 118.
(2 ) Third Report to the President, the Senate and the House of
Representatives by the director of War Mobilization and Recon -
version
,
July 1, 1^48, p. 3fl.
(3) Second Quarterly Progress Report of the Surplus Property
Foard".' Hay' 5S; "19757 'pYTg'.
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nit Ion-loading plants, for examnle, may have to to dismantled
( 1 )
and equipment sold), the disDOsltion of the remainder has
a direct consequence on our economic, social, and political
structure. The speed with which these plants are absorbed
into our civilian economy will affect the level of employment
and the level of our productive capacity. Moreover, the method
and policies followed in the disposition of the plants will
have important bearing on the concentration of industry in a
few hands. Finally, the Government will retain that industrial
capacity which it cannot dispose of, and possibly operate it
in case of a future slump as a means of providing employment.
The introduction of Government into business In this fashion
is not Inconceivable and would doubtlessly have social and po-
litical repercussions.
2. Marketing Problem
The policy to be adopted In the disposal of surplus
industrial facilities is a complex problem, primarily because
of the magnitude of capital expenditure entailed in the pur-
chase of even single plants, and secondarily, because of the
ocjective8 of the Surplus Property Act pertaining to the de-
velopment of new independent enterprises and the discouragement
(2)
of monopolistic practices.
(1) "U. S. Faces $16 Pillion Question", Puslness Week (No. 836)
September 8, 1945, p. 15.
(2) Section 2(p) and 2(d), respectively
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a. Sales versus Leases
The Surplus Property Act provided In general that
( 1 )
plants may be leased os well as sold. The ability to lease
will no doubt encourage bidding by smell business, whereas
outright sale would in most instances be beyond the resources
of small business: a large number of the Government-owned
plants originally cost ten. twenty, and fifty million dollars
( 2 )
apiece
.
On the other hand, there are certain long run dangers
in leasing, from the Government's point of view. One danger is
that the lessee might destroy or impair the value of the plant
by allowing it to stand idle, by changing its physical charec-
(3)
ter or by changes in processes. Another danger is that at
the end of the expiration of the lease when the question of
sale comes up again, a dominant factor influencing the operator
in his decision will be the prevailing economic conditions. If
business is in a slump period, the plant might be turned back
to the Government. The Government will then be faced with
(1) Section 15(a).
(2) Preliminary Statement by the Attorney General in Submitting
His Report to Congress on Government Ownership of Machine Tools
and Provisions for disposition of Surplus Machine Tools
,
April
£4", 1545, p. 14.
(3) Letter from Guy M. Gillette, Chairman of the Surplus
Properly fcoard, to Senator Joseph^. O'Mahoney, Chairman’ of the
Subcommittee on Surplus Government Property and delated Problems
dated June 29, 1945 (published as a Subcommittee print, 79th
Congress, 1st Session, United States Government Printing Office,
Washington, 1945), p. 4.
'• •
SCJ 1
shutting down the plant or operating it as a Government project
b. Anti-Monopolv Provisions
By section 20 of the Surplus Property Act, the At-
torney General is charged with the responsibility of passing
on all sales of surplus plants or other property which cost
the Government $1,000,000 or more and to determine whether the
proposed sale would violate the antitrust laws. Under Section
( 2 )
205 of the War Mobilization and Peconversion Act of 1944,
the Attorney General is charged with making surveys for Congres
on factors which tend to eliminate competition, strengthen mo-
nopoly, injure small business, or promote the concentration of
economic power during the reconversion period and post-recon-
version period. The anti-monopoly, pro-small business philos-
ophy of both these Acts operates as a deterrent to quick dis-
posal to large business interests, but on the other hand, it is
in keeping with the objectives of the Surplus Property Act per-
taining to the discouragement of monopolistic practices and to
the strengthening of the competitive position of small business
(3)
in an economy of free enterprise.
c. Pricing Policy
In determining a fair value to be accepted from
(1) "U. S. Faces $16 Billion Question”, Business Week (No. 836)
September 8, 1945, p. 17,
(2) Public Law 458, 78th Congress , approved October 3, 1944.
(3) See Chapter II, p. 25
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bidders for a surplus plant, two factors will be taken into
consideration: first and foremost, the anticipated earnings
of the plant, with appropriate allowance for any expenditures
(1)
necessary to equip the facilities for peacetime production;
second, the relationship of the bids to the objectives of the
Surplus Property Act. Examples of this second factor are:
rejection of the bid of a purchaser who desires to obtain a
plant simply to close it down in order to keep out possible
competition; favoring the bid of a number of smaller business
interests, desiring to obtain a plant for purposes of multiple
( 2 )
tenancy, over that of a single rival.
3. Special Studies
By section 19(a) of the Surplus Property Act, the
Surplus Property Administration is required to submit to Con-
gress a report on each of twelve classes of surplus property.
All plants costing less than 15,000,000 are to be omitted
from these reports. The following basic information, however,
(1) Joint Hearings before the Subcommittee on Surplus Property
Disposal of the Committee on Military Affairs and the Industrial
Reorganization Subcommittee of the Special Committee on Eco -
nomlc Planning, United States Senate, 79th Congress, 1st Session ,
pursuant to S. Fes. 46 and k. Res. 55, Part 1 , November 6, &,
and &, 1545, p. 5, 5ee also tbe Journal of Commerce (Vol. 206,
No. 15,865), New York, October 13, 1945, p. 1.
(2 ) Preliminary Statement by the Attorney General in Submitting
His Report to Congress on Government Ornershlp of Machine TooTs
and Provisions for Disposition of Surplus Machine Tools , April
24; 1945, p. 2C. See also fifteenth Bimonthly Report "of the
Smaller War Plants Corporation
,
December 4, 1944, pp. 7-8, for
a description of the multiple industrial tenancy plan for small
business
.
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must be furnished: (a) description of amount, coat, location,
and U3e of the property; (b ) outline of economic problems In-
volved in the disposition of the property; and (c) plan for
the care, Handling, disposition, and use of the property in
conformance with the policies and objectives of the Surplus
Property Act
.
The twelve classes of surplus property on which the
Surolus Property Administration Is to prepare and submit re-
ports to Congress are as follows: (a) aluminum plants and
facilities; (b ) magnesium plants and facilities; (c) synthetic
rubber plants and facilities; (d) chemical plants and facili-
ties; (e) aviation gasoline plants snd facilities; (f) iron
and steel plants and facilities; (g) pipe lines and facilities
used for transporting oil; (h) patents, processes, techniques,
and inventions, except such as are necessary to the operation
of the plants and facilities listed in this group; (i) aircraft
plants and facilities and aircraft and aircraft parts; (j) ship
yards and facilities; (k) transportation facilities; and (1)
radio and electrical equipment. The majority of the reports
( 1 )
required have now been submitted.
(1) As of January 4, 1946, the following reports have been pre-
pared and submitted to Congress: "Aluminum Plants and Facili-
ties", September 21, 1945; "Disposal of Government Iron and
Steel Plants and Facilities", October 8, 1945; "Chemical Plants
and Facilities", November 12, 1945; "Aircraft and Aircraft
Parts", November 23, 1945; "Patents, Processes, Techniques and
Inventions", January 4, 1946; "Transportation Facilities",
January 4, 1946; "Government-Owned Pipe Lines", January 4, 1946
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4 . Progress to Date
The number and dollar value of <lovernment -owned
plants that have been declared surolus are very small. The
some situation prevails with disposals. By the end of April
1945, only 46 plants at a total reported cost of $102,008,000
had been declared surplus to the Reconstruction Finance Corpo-
( 1 )
ration. Between June 1, 1944 and June 30, 1945, the dollar
value of declarations of industrial plants and real estate de-
clared surplus amounted to $103,125,000. During that time the
dollar value of disposals and leases, at reported cost, amounted
to only $13,871,000 and $104,000, respectively, and the actual
(2)
price received for disposals amounted to only $1,864,000.
This is equivalent to disposal of 13 percent of the dollar
value of declarations at 13 percent of reported cost, and to
leasing only 1/10 of 1 percent of the dollar value of decla-
rations. However, during the second half of 1945, the situ-
ation improved to some extent, so that at the end of 1945,
the total dollar value of industrial plants and real estate
declared surolus amounted to $2,623,909,000, and disposals
and leases at reported cost amounted to $125,247,000 and
$78,045,000, respectively; the actual price received for
(1) Second Quarterly Progress Report of the Surplus Property
Board . Mav 28. 1545. p. 51.
(2) Third Quarterly Progress Report of the Surplus Property
BQa rdT ' JUne "30, ’19»S."P . 23“
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disposals amounted to $88,826,000. Reduced to a percentage
basis, these figures show that at the end of 1945: (a) 5 per-
cent of the dollar value of declarations had been disposed of;
(b) 5 percent of the dollar value of declarations had been
leased; and (c) 71 percent of the dollar value of disposals
had been realized in selling price.
Even though the disposal of industrial plants is
moving very slowly, much groundwork has been done in evalu-
ating the peacetime potentialities of these plants. Careful
studies pertaining to the number, value, and effect of dis-
posal on the national economy have to be made for each class
of industrial plant before negotiations can be concluded for
sale to prospective buyers. For example, the Surplus Property
Administration has come to the conclusion that because of the
size and cost of chemical plants and facilities, only large
companies in all probability will be able to acquire and oper-
ate them, and therefore, it will be necessary to guard against
sales which might increase any monopolistic tendencies in contra
-
(2)
vention of the objectives of the Surplus Property Act. In
the case of the disposal of surplus aluminum plants and facili-
ties - to take another example - the general conclusion has
(1) Quarterly Progress Report to the Congress by the Surplus
Property Administration
.
Fourth Quarter 1&45", Janus ry 31,M; p . 7g;
(2) "Chemical Plants and Facilities'’, Report of the Surplus
Property Administration t o Congress
,
November 23^ 1945,
pp. 18-20.
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( 1 )
been reached both by the Attorney General and the Surplus
( 2 )
Property Administration that the primary consideration
should be the necessity of creating competition in the pro-
duction of aluminum in order to offset the hold of the Aluminum
Company of America on the aluminum industry of this country.
In this connection, it is interesting to note that very re-
(3)
cently two large aluminum plants were leased by the War
Assets Corporation to the Kaiser interests in preference to
the Reynolds Manufacturing Company on the basis that the trans-
action would foster competition in the Industry even though
(4)
the actual return to the Government might be lower.
(1) Letter of Transmittal to the Report of the Attorney General
of the United states Prepared pursuant to the Provisions of
Section 265 of the War Mobilization and Reconversion Act on
Aluminum
,
September 11
,
194fe, p. 2.
(2) "Aluminum Plants and Facitities", Report of the Surplus
Property Board to Congress
,
September £1, 1945, pp. 44-45. See
also Surplus Property Administration Release. SPA-180
,
January
6, 1945 , In which the Surplus Property Administration charged
that the Aluminum Company of America was using its patents to
obstruct disposal of government -owned aluminum plants to com-
petitors. It should be noted, however, that the patents were
freely released by the Aluminum Company of America shortly after
the publication of the charges by the Surplus Property Admini-
stration.
(5) The plants involved were the Trentwood rolling mill, with
an annual capacity of 288,000,000 pounds of aluminum sheet and
costing $56,400,000 and the Mead reduction plant, with an
annual capacity of 192,000,000 pounds of ingot and costing
$23,080,000. These plants are located near Spokane, Washington
and were operated during the war by the Aluminum Company of
America. See "Kaiser Additions", Business Week (No. 859),
February 16, 1946, p. 32.
(4) "More Plants for Kaiser", Business Week (No. 861), March
2, 1946, p. 52.
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IV CONSUMER GOODS DISPOSAL
A. The Problem In General
The program for consumer goods disposal constitutes
one of the most controversial subjects in the entire field of
surplus disposal. The reason for this lies in the fact thst
consumer goods is the class of surplus property most desired
by the general public in this period of short supply, and a
major problem has had to be met in devising methods and regu-
lations to insure prompt declaration of consumer goods by the
*
owning agencies, and to dispose of consumer goods expeditiously
without demoralizing markets and without violating purchasing
( 1 )
priorities and preferences.
1. Relief of Inflationary Pressure
There are two types of consumer goods, from the
point of view of marketability: goods in long supply and goods
in short supply. As far as goods in long supply are concerned,
there is no concentrated public clamor for prompt disposal and
(1) Purchasing priorities are given to Federal Agencies (section
12 of the Surplus Property Act) and to State and local govern-
ments and their instrumentalities (section 13); purchasing
preferences are granted to tax-supported or non-profit medical,
educational and charitable Institutions (section 13), to veter-
ans (section 16), to farmers (section 17), and to small business
(section 19).
; .
w i >%r ( X
)
60
the problem has been mainly one of planning for the future.
As far as goods in short supply, however, are concerned, the
necessity for prompt declaration and prompt disposal is obvi-
ous in the light of the huge public demand and the magnitude
of inflationary pressures for such goods.
The prompt disposal of surplus consumer goo^s which
are in short supply is in the interest of the public welfare
not only from the point of view of monetary return to the
Government and fulfillment of consumer wants, but also from
( 1 )
the point of view of relief of inflationary pressure.
In order to speed up declarations and disposals,
Senator O'Mahoney of the Surplus Property Subcommittee cf tne
Senate Committee on Military Affairs is proposing a bill under
which (a) each owning activity will not be allowed to retain
certain consumer goods in short supply in excess of the amounts
needed for the discharge of its responsibilities during the
twelve-month period following the approve 1 of the bill, and
(b) the Surplus Property Administrator will be furnished by
any owning agency, within thirty days after request, with a
report of surplus consumer goods for which there is an urgent
(1) Senate Subcommittee Print No. 1, 79th Congress, 1st
Session (Surplus War Property Subcommittee of the Special Com-
mittee to Study Problems of American Small Business), p. 7.
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(1)
demand in the civilian economy.
a. Comparison with World War I
Disposal activities in World War I were highlighted
by the attempts to sell directly to consumers in response to
public demand in order to alleviate the rising cost of living
(2)
and check inflation. Sales directly to consumers were
begun on August 1, 1919. Sele3 were first made through post
offices, but this procedure was quickly abandoned. Then retail
stores were set up in all principal cities and ssles of surplus
consumer goods were made at four-fifths of the prevailing
market price. However, this procedure was adopted too late to
affect materially the upward course of prices, although the
system of Army-Navy retail stores for sale of consumer goods
appears to have been a relatively successful experiment in
(3)
Federal merchandising.
Senator O' Mahoney has strongly opposed the creation
of retail stores for the distribution of surplus consumer goods
arising out of World War II:
( 1 ) Letter from Senator Joseph C . O'Mahoney, Chairman, Surplus
Property Subcommittee of Committee on Mliliary Affairs to Honor -
able Robert P. Patterson, Secretary of war, in Regard to Making
Veterans Preference More Effective
,
dated January 2, 1946, re-
printed in Surplus floods to Be Released on High Priority to
Veterans (Surplus Property Subcommittee of Committee on Military
Affairs ) , Release, January 5, 1946.
(2) Second Quarterly Progress Report of the Surplus Property
B oar?7 ~^ay'~2"5
,
T94 5>
,
o. 6.
(3)
Howenstine, E. J.
,
Jr., op. cit., pp. 251-233.
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"It would to a mistake to authorize the creation
of a new, vast Government bureau to undertake the
so le In the 3,000 counties of the United States
of surplus property [sumlus consumer goods]
,
which is certain to be a constantly diminishing
quantity. I have suggested, therefore, that the
War and Navy Departments be called upon to sur-
render immediately all property for which they
have no military need, that it be classified and
catalogued within a definitely limited time "(1)
E. Merchandising Methods
In order to adhere as closely as possible to the
pro-small business and fair pricing objectives of the Surplus
Property Act, general principles of distribution and pricing
have been worked out by the Surplus Property Administration
and the Reconstruction Finance Corporation for the disposal
of surplus consumer goods.
1. Distribution Policies
Small business in the manufacturing, wholesale, and
retail levels is to be permitted an equal opportunity to par-
ticipate in the purchase of surplus consumer goods. As an aid
toward this end, the following general principles have been
adopted in the distribution of surplus consumer goods: (a)
offerings are mainly to be made in small lots, with the lots
(1) Veterans Purchase of Scarce Consumer Goods Speeded up by
O’Mahoney Plan (Surplus Property Subcommittee of Senate Com-
mittee on Military Affairs), Release, Washington, D. C., De-
cember 13, 1945.
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decreasing in quantity from the
tive levels; (b) advertising is
elude paid advertising; and (c)
trade practices, such as use of
higher to the lower distribu-
te be widespread end is to in-
conforraance with customary
samples end displays, deliver-
(1)
ing the goods as advertised, and rebates for misrepresented
goods, is to be maintained,
2. Pricing Policies
In keeping with the aim of conforming to customary
trade practices, the general pricing policy in the disposal of
consumer goods has teen to sell at fixed prices adjusted to
( 2 )
the various distributive levels. In this way manufacturers,
wholesalers, and retailers can only compete within their own
respective competitive levels, and not with one another.
However, this general policy of adjusted fixed prices
is not the only method of pricing goods. The reason for the
U96 of a flexible pricing svstem lie9 in the great variety of
surplus goods which will have to be disposed of under widely
(1) See Assistant Secretary of the Navy, Material Division ,
PRandD Regulation No. 1, Circular Letter 5-46 to All Bureaus ,
boards and Offices of4 the Navy Department and Others
,
dated
January lS, 1946, in regard to an agreement between the Navy
Department and the Reconstruction Finance Corporation, Consumer
Goods Division, which establishes RFC inspectors at Naval Ac-
tivities for purpose of checking accuracy and completeness of
declarations of surplus and which permits the inspectors to
make full use of samples and displays, with the result that
property is more readily available for sales without delay.
(2) If no specific ceiling prices have been established, appli-
cation for ceiling prices to the Office of Price Administra-
tion is often involved. Office of Price Administration Supple-
mentary Order No. 94 is applicable to sales by Federal agencies
for all commodities except food commodities.
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different circumstances . Other pricing methods which have
been utilized are: (a) sealed-bid method (the problem of equi-
table allocation is encountered in this method when there are
more bidders at ceiling prices than there is property to be
( 1 )
sold); (b) negotiated-sa le method (speed in disposal can be
gained by this method, but it does not adequately protect the
interests of small business); and (c) auction method (this
method has been resorted to in the case of property which is
only available in heterogeneous lots and which it is desired
to sell speedily).
C . Progress to Date
Progress in the disposal of consumer goods was very
slow at first but in recent months has teen greatly acceler-
ated due to public and Congressional pressure. Consumer goods
disposal was under the Jurisdiction of the Treasury Department
up to April 30, 1945; under the Jurisdiction of the Commerce
Department from May 1, 1945 to November 9, 1945, and has been
under the jurisdiction of the Reconstruction Finance Corpo-
(2)
ration since November 10, 1945. This rapid shifting in the
(1) Hearings before a Special Committee Investigating the
National Defense Program. United States Senate, 78th Congress
5nr"5e88T6‘n, Part' 'SET p. U57I7
(2) See Chapter II, p. 35
ntf i
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designation of the cognizant disposal agency fan due to two
factors: first, public dissatisfaction with the progress in
the disposal of consumer goods: and second, the ntt.emot to
centralize major disposal activities in as few a number of
(1)
agencies as possible.
1. Progress under Treasury Department
The progress of the Treasury Department in achieving
prompt and effective disposal of surplus consumer goods in
keeping with the objectives of the Surplus Property Act W33
the toolc of much unfavorable, severe criticism by Congressional
( 2 )
investigating committees. Most of this criticism was fully
Justified, but the following mitigating circumstances can be
cited: (a) lack of cooperation on the part of the owning agen-
cies in not declaring surplus promptly; (b) lack of cooperation
on the part of the owning agencies by making withdrawals of
surplus after declaration to the Treasury Department for dis-
posal; and (c) desire of the Treasury Department to achieve
speedier disposal as a reason for its lack of strict adherence
to the objectives of the Surplus Property Act.
From June 1944 through March 1945, $196,333,000 in
declarations of surplus consumer goods were received from the
(1) "Nation's Salesman", Eusiness Week (No. 843), October 27,
1945, p. 42.
(2) See, for example, Senate Subcommittee Print No. 1, 79th
Congress. 1st Session (Surplus War Property Subcommittee of
’the 'Special Committee to Study Problems of American Small
Business) and Senate Report No, 110, 79th Congress, 1st Session
(Special Conmiit tee Investigating the ^at Iona 1 Defense program).
*> *
< 5wa
%
••
...
f *3
' #•, * ' -
*>"
.
» ;
* " ;< . " i
•• v
.
i . L
.....
* * • ' ' i .(•• ,
*
••
.
•'
.
-f t - A ’
1
.
•
r. ;
'
!
r -
: v
•
•-
: ... Jr
' '
'* u ‘ f
*
-
.
o :
1
.
r
...
«<
*
, 1' ' • ' ‘ •[ > * U\ t, . . > „*. * :}
\
' '
». <
... 0 \ , V v., )
owning agencies by the Treasury Department, and of this amount
( 1 )
1119,761,000 were sold at a sales price of $84,609,000*
This constitutes disposal of 61 percent of the dollar value
of the declarations at a sales price amounting to 71 percent
of the dollar value of disposals. This is a good record as
r
it stands, and if it were not for the Treasury Department^
failure to conform in many instances to the objectives of the
Surplus Property Act, its record in the period of its cogni-
zance over the disposal of surplus consumer goods would have
been highly satisfactory. Of course, a primary factor in
achieving these high percentages of disposals and sales was
the limited civilian production and the unprecedented demand
for all types of consumer goods.
2. Progress under Commerce Department
In the relatively short period that the disposal of
surplus consumer goods was under the jurisdiction of the Com-
merce Department, satisfactory progress was made in evolving
adequate distribution and pricing policies and in meeting the
objectives of the Surplus Property Act in general* The Com-
merce Department made its position clear from the beginning:
it would abide by, end foster the maintenance of, all objective
of the Surplus Property Act relating to the disposal of surplus
(1) Second Quarterly Progress Report of the Surplus Property
Board, May 58, 1946, pp. W-I66*
..
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( 1 )
consumer goods.
In the second quarter of 1945, $ 85 ,305,000 in surplus
consumers goods were declared to the Commerce Department. In
the 38me period, $47,566,000 in consumer goods were disposed of
( 2 )
at a sales price of $14,785,000. This constitutes disposal
of 57 percent of the dollsr velue of declarations at a sales
price amounting to 31 percent of the dollar value of disposals.
3. Progress under Reconstruction Mnence Corporation
The Reconstruction Finance Corporation, with the full
cooperation of the Surolus Property Administra tion and the vari-
ous Congressional committees concerned with surplus property
disposal, has tackled the basic issues in achieving larger
and prompter declarations and disposals of surplus consumer
goods. For example, it has established an agreement with the
Navy Department whereby Reconstruction Finance Corporation
(3)
inspectors will be stationed at Naval Activities. Further-
more, Congressional action limiting the amount of consumer
goods which anv owning agency can retain on a reserve basis is
(4)
now pending.
( 1 ) Statement of Mr. A. U. Fox, Director of Office of Surplus
Property of Department of Commerce, to the Small business Com -
mittee of the Secretary of the Department of Commerce, te -
psrtment of Commerce Release No, 5-^08
,
May 16, 1946.
(2) Third Quarterly Progress Report of the Surplus Property
E oa ra rJurie Tff T9f
5
' pp ."’15'-T3T
(3) See footnote (1) on p. 63 of this Chapter.
(4) See p. 60 of this Chapter.
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As of the middle of December 1945, stout $ 1,000, 000, 000
worth of consumers goo<*s measured in terms of the cost to the
government had teen declared for disposal and of this amount,
( 1 )
atout $420, 000,000 worth had been disposed of. It is confi-
dently expected that this record will te greatly Improved, both
as to the dollar value of declarations and as to the dollar
value of disposals, now that action is being taken to solve
basic problems.
A factor in this whole picture that must not be over-
looked is the pressure exerted by veterans for quick disposal
in their demand for surplus consumer goods both for personal
use and for establishment of small businesses. The question
of disposal of surplus to veterans will be taken up in the
next chapter which will be devoted to a discussion of surplus
property disposal In relation to small business and veterans,
a. Leading Sales Programs
Surplus consumer goods include a great variety of
items, the great majoritv of which are at present in short
( 2 )
supply. The leading sales urograms are as follows:
(1) Opening Statement by Senator Joseph C. O’Mehoney (D) of
Wyoming. Chairmen, Surplus Property Subcommittee of the Com -
mittee on Military Affairs at Hearing Held December If, 1945
,
'Senate office Eulldlng, to Consider Pec ommen<jat Ions of w. Stuart
Symington. Surplus Property Administrator, with Fespect to the
disposal of Surplus property to Veterans, Release", December 12,m :—
(2 ) Quarterly Progress Report to the Congress by the Surplus
Property Administration. Fourth Quarter 1945, January 31,
TS46HPP~37^r
X i ' *T
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Program
(a) Machinery and automotive
equipment (includes motor
vehicles, tractors, farm
and construction machinery,
and ports and accessories).
(b) Textiles and footwear
(includes cotton duck,
work gloves, nylon
fabrics, cotton twill,
woolen and worsted gar-
ments, tent twill,
sheets, and lining
fabrics )
.
(c) Hardware, plumbing, heating,
and general products.
(d) Medical and surgical
equipment and drugs.
Remarks
1. This category accounted
for more than one -he If
of all disposals during
fourth quarter 1945,
2. $76,000,000 worth, at
reported cost, were sold
for $29,000,000 during
fourth quarter 1945.
1. Major items offered
during fourth quarter
1945 included 34,000,000
yards of cotton duck,
2.000.
000 pairs of work
gloves, 4,500,000 yards
of nylon fabric, 2,000,000
pairs of footwear, and
11.000.
000 vards of cotton
twill.
2. $29,000,000 worth, at
reported cost, were sold
for $7,000,000 during
fourth quarter 1945.
1. $16 ,000,000 worth, at
reported cost, were offered
during fourth quarter 1945
in 24 national programs.
2. $27,800,000 worth, at
reported cost, have been
approved for offering in
29 national programs for
the first quarter of 1946.
1. $29,000,000 worth, at
reported cost, were
available for disposal
on December 31, 1945.
2. $15,000,000 worth, at
reported cost, have been
prepared for sales programs
during January 1946.
,*
.
, >(tow
(e) Miscellaneous consumer
goods (includes office
machines, office furni-
ture, teds and tedding,
paper products, and
military items of little
or no civilian utility).
1. All standard business
machines and office furni
ture are currently being
absorbed by priority
c la lmants
•
2. Existing surpluses of
paper and paper products
(approximately $£5,000,000
worth, at reported cost)
will be sold largely to
the Government Printing
Office
.
y*
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V SURPLUS PROPERTY DISPOSAL IN RELATION TO
SMALL BUSINESS AND VETERANS
A. Small Eusiness Preference
The Surplus Property Act has been designed with a
view toward providing a maximum of protection to small business,
even at the expense of immediate monetary returns from the
sale of Government -owned surplus property. Along with veter-
ans preference, this small business preference feature of the
Surplus Property Act is an outstanding example of the non-mone-
tary aspects of the Act.
1. Regulations Governing Small Business Preference
By section 18 of the Surplus Property Act, responsi-
bility for safeguarding small business from discrimination in
the disposal of surplus property is delegated to the Smaller
War Plants Corporation. Regulation 2 of the Surplus Property
Administration, effective November 16, 1945, provides: (a)
the Smaller War Plants Corporation is to advise the disposal
agencies at regular intervals of the quantities end kinds of
surplus property which it needs or may need for small business,
and that the disposal agencies shall thereupon establish re-
serves to fill such needs; (b) small business men shall have a
rf
*0
-r(i 'o i nelt oert y
.
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definite right to inspect surplus property prior to purchase;
(c ) the Smaller War Plants Corporation shall be entitled to
acquire surplus property from disposal agencies for resale
to small business; and (d ) disposals to Government agencies
(including the Smaller War Plants Corporation) shall be ac-
corded priority over disposals to all others,
a. General Significance of Regulations
The regulations governing the disposal of surplus
property to small business ere aimed not only at giving small
business a strong preference (in fact, small business receives
a priority in purchasing by dealing directly with the Smaller
War Plants Corporation as a Government agency) but also at
achieving speedy sales in this period of reconversion when
rapid distribution of much needed surplus equipment and ma-
terials will be of great value to American industry in recon-
(1)
verting to civilian production.
These regulations also apply to veterans insofar as
they desire to acquire surplus property for the establishment
and maintenance of their own smell business, professional, or
agricultural enterprises. This aspect of small business prefer-
ence will be talren up in the latter half of this chapter under
the topic of veterans preference.
2. Surplus Machine Tools and Small Business
Small business is in great need of modern machine
(1) Twentieth Bimonthly Report of the Smaller War Plants
Corporation
.
(October 15, 1&4S. p. 2$.
‘ 1 1 • T*% •'> \ '
:
•
J
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tools. The average machine tool In sm«ll plants Is approxl-
(1)
mately 15 years old. Acquisition of modern machine tools
from Government surplus by small business would increase pro-
ductive efficiency, strengthen the competitive position of
small business, and speed reconversion.
The Government owns approximately one -ha If million
(2
of the newest end most efficient machine tools in the country.
The present holders of these machine tools are chiefly large
manufacturers who have held the bulk of war contracts. However,
since it is estimated by the owning agencies thst only about
(3)
25 percent of these machine tools will be retained by con-
trsctors-in-possess ion, an excellent opportunity is afforded
smaller industry to modernize their equipment by acquisition
of efficient machine tools as they become surplus.
3 • Surplus Consumer Goods and Small Business
The policies established for the disposal of con-
sumer goods, such as sales in small lots, widespread adver-
tising, etc., provide small business with the protection neces-
sary for acquiring surplus consumer goods in competition with
big business. These policies are in keeping with the expressed
objectives of the Surolus Property Act. On the other hand,
(1) Fifteenth Bimonthly Report of the Smaller War Plants Corpo -
ration
.
December 4. 1^44, p. £.
(2) See Chapter III. p. 46.
(3) Second Quarterly Progress Report of the Surplus Property
EoercTi May 28. 1948, p. 56.
.
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it is simply sound business policy to provide for the ef-
fective part ic inat ion of small business in disposal, for the
hundreds of thousands of small enterprises engaged in the dis-
tributive trades must be counted on to move surplus goods to
( 1 )
the consumer This means that small business in each of
the distributive levels, whether manufacturing, wholesale, or
retail, must be given a fair opportunity to purchase consumer
goods
.
a. Resale to Original Manufacturer
It is in conformance with this aim of giving small
business an equal opportunity to purchase surplus consumer
goods that the Surplus Property Administration has frowned
uoon selling surplus items back to the original manufacturer
exclusively. However, as a concession to manufacturers of
trade-marked, price-maintained products, who are naturally de-
sirous of preserving the advertising value of their trade marks
and the price structure of their products, the Surplus Property
Administration hss informed buyers that such products are to
(2)
be resold only under fair trade agreements.
4 . Progress to Date
The progress in setting up practices and regulations
(1) Senate Subcommittee Print No, 1, 79th Congress. 1st Session
( Surplus Vtar Property Subcommittee of the Special Committee to
Study Problems of American Small Business), p. 9.
(2) "SPA Resale Policy", Business Week (No. 856), January 26,
1946, p. 88.

to protect small business in the purchase of surplus property
has been highly satisfactory in general. With renewed empha-
sis on speedy declaration and speedy disposal, the quantity
of surplus acquired by small business should greatly increase.
Another factor in this direction is the transfer of
the surplus property service functions of the Smaller Wsr
Plants Corporation to the Reconstruction Finance Corporation
( 1 )
effective January 28, 1946. This reassignment of functions
is in line with the general policy of concentrating disposal
functions In as small a number of agencies as possible. The
close liaison thus established by small business with the
central reservoir for almost all surplus inventories should be
a distinct asset in the purchasing of surplus items by small
bus iness
.
P. Veterans Preference
One of the knottiest problems connected with the
disposal of surplus property is the effective accomplishment
of the veterans preference section written into the Surplus
Property Act for the purposes of channelling surplus property
(1) Quarterly Progress Report to the Congress by the Surplus
Property Administration. Fourth Quarter 164 S” January 31,
iwffW ti:
T i
f
.
into the hand? of veterans as an expression of gratitude for
( 1 )
services rendered the Government in time of war. Eecause
of misunderstandings on the part of many veterans as to the
restrictions imposed on this preference, and os to the quantity
and nature of surplus items available, considerable confusion
has teen engendered in regard to the subject of veterans prefer-
ences .
1. Regulations Governing Veterans Preference
Ey section 16 of the Surplus Property Act, the Surplus
Property Administre t ion is directed to prescribe regulations
affording veterans preferences not inconsistent with the poli-
cies of the Act so os to aid veterans to establish and main-
tain their own small business, professional, or agricultural
enterprises. Regulation 7 of the Surplus Property Adminis-
tration, effective October 10, 1945, implements section 16 and
establishes the following provisions: (a) the Smaller War
Plants Corporation can act as the agent of the veteran in ac-
quiring surplus proDerty from established reserves, after the
Corporation has examined the veteran's discharge papers or
other satisfactory evidence and has satisfied itself that the
property spoiled for by the veteran is to be used in his own
small business; (b) the veteran may deal directly with the
(1) Letter from W, Stuart Symington, Surplus Property Adminis -
trator, to Senator Joseph c. (VMahonev on the Problem of" Veter -
ans Preference
,
dated November 9
. 1945, p. 2, (transmitted as
an enclosure in letter to Congress dated November 14, 1945.
«
.
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disposal Rgencies, if ho desires to do so, but only after
certification by the Smaller War Plants Corporation; (c ) the
minimum and maximum limits as to value and quantity of purchases
which may be purchased fcy preference by any veteran shall be
set by the Smaller War Plants Corporation in collaboration
with the disposal agencies and the approval of the Adminis-
trator; (d) the veteran has a right to inspect the property
available tc him; (e) the veteran has the right to purchase
surplus property at the lowest price at which it i9 offered to
any trade level; (f) the veteran entering business has the right
to buy on initial stock of goods for resale; (g) the veteran
is allowed to purchase automotive or other equipment required
by his employment; and (h) purchases may be made on credit
on the terms and conditions established by the disposal agen-
c ies
.
a. Definitions
In order to understand properly the restrictive
scope of the preference afforded veterans by Regulation 7, it
i9 necessary to define the basic terms relating to the prefer-
ence. The term "veteran" means "any person in the active mili-
tary or naval service of the United States during the present
war, or any person who served in the active military or nsval
service of the United States on or after September 16, 1940,
and prior to the termination of the present war, and who h88
been discharged or released therefrom under honorable
.>
*
>J- oIra'S Qtit sal o# -*>1
.
( 1 )
conditions." By "own business" is meant "one of which more
than fifty (50) percent of the invested capital or net income
( 2 )
thereof is owned by, or accrues to, a veteran or veterans,"
Finally, by "small business" is meant "any commercial or in-
dustrial enterprise, or group of enterprises under common
ownership or control, which does not have more than five
(3)
hundred (500) employees "
2. Restrictive Scope of Preference
The preference afforded the veteran in the purchase
of surplus property is simply a preference, not an absolute
priority. Before the veteran can exercise any claim, there
are three distinct priorities ahead of him: (a) the Federal
Government; (b) states, cities, and other political subdi-
visions; and (c) tax-supported charitable and educational
(4)
institutions. Furthermore, the veterans preference is
limited, except for the acquisition of equipment required by
the veteran's employment, to the purchase of surplus property
required for the establishment and maintenance of his own
small business, agricultural or professional enterprise,
(1) Public Lew 457, 78th Congress (Surplus Property Act of
1944), section 3(k).
(2) Surplus Property Administration Regulation 7 , October 10,
1945, paragraph 83()7.i(l>).
(3) Ibid,, paragraph 8307.1(2).
(4) See sections 12 and 13 of Public Law 457, 78th Congress
(Surplus Property Act of 1944).
:s'
However, if the veteran does not desire to deal
directly with the disposal agencies, he can obtain an actual
priority right by allowing the Smeller War Plants Corporation
( 1 )
to make purchases for resale to him under section 18 of
the Surplus Property Act. When the veteran buys through the
Smaller War Plants Corporation, he acquires a priority right -
because the Smaller War Plants Corporation is a Federal Agen-
cy - which overrides the claims of states, cities, and other
political subdivisions, and tax-supported charitable and edu-
cational institutions,
3. Progress to Date
It cannot be said that progress mode to dote in ef-
fectuating veterans preference as contemplated by the Surplus
Property Act has been satisfactory. However, the problem is
complicated, and the poor results simply indicate that veterans
preference cannot be adequately accomplished except by Con-
(2)
gressional action amending the Surplus Property Act.
(1) Section 18(e) provides that the Smaller War Plants Corpo-
ration in purchasing any surplus property for resale to small
business shall be given first priority rights along with other
Federal agencies.
(2) See defense of efforts of Surplus Property Administration
to carry out provisions of the Surplus Property Act with re-
spect to veterans in Letter to Congressman F. Edward Hebert
from Surplus Property Administrator Symington
,
dated No-
vember 12. 1945 (transmitted as an enclosure in letter to
Congress dated November 14, 1945).
•S I
• J
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a. Problem of Outlets
A major problem that has confronted the Surplus
Property Administration in making veterans preference effective
has been the obvious necessity of creating as msny outlets as
possible through which the veteran can inspect and purchase
the merchandise he desires. When the Department of Commerce
was in charge of the disposal of consumer goods, it had only
11 regional offices through which the veteran could make his
purchases. In order to ease this problem of outlets, the
Surplus Property Board tied in the Smaller War Plants Corpo-
ration to the chain of outlets by designating it as buying
agent for veterans desiring to acquire surplus prooertr for
(1)
small business purposes. Another step in increasing the
number of outlets was the transfer of the responsibility for
disposal of consumer goods from the Commerce Department to the
Reconstruction Finance Corporation. The 11 regional offices
of the Commerce Department were added to the 51 regional
offices of the Reconstruction Finance Corporation, with both
capital and producers' goods and consumer goods to be handled
(2)
by all 42 offices. Finally, with the transfer of the dis-
posal functions of the Smaller War Plants Corporation to the
(1) Eighteenth Bimonthly Report of the Smaller War Plants
C orporaFTonT Tune 15'.' TOTFTre . S5 -STi
(2) Quarterly Progress Report to the Congress by the Surplus
Property Administration, Fourth Quarter Iy4b t January bl,
TSffiV p. II'.
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Reconstruction Finance Corporation effective January 28, 1946,
the Reconstruction Finance Corporation has taken steps to es-
tablish a Veterans Service Division within the Consumers Goods
Division to assist veterans in all phases of their transactions
through 350 representatives in the regional and district offices
( 1 )
of the War Assets Corporation.
(1) Proposal for the Use of Coupons
The establishment and use of a nation-wide system
of retail stores to distribute surplus property to veterans
would solve the problem of outlets, but would involve the ex-
penditure of hundreds of millions of dollars. The Surplus
Property Administrator, Mr. W. Stuart Symington, has proposed
that, os an alternative to establishing veterans* stores all
over the United States, the following plan should be adopted,
which would increase merchandising outlets to several thousand:
(a) each veteran who has been properly certified shall be is-
sued a book of coupons in an amount equal to the cost of surplus
property he desires to buy; (b) the veteran can then purchase
from any wholesale establishment in the United States which
handles surplus property the goods he desires up to the amount
covered bv his counons; (c) the wholesaler will then return
( 2 )
the coupons to the disposal agency.
(1) Quarterly Progress Report to the Congress by the Surplus
Property Administration, Fourth Quarter 1945
"
,
January 31,
1946, p. 11.
( 2 ) Letter on Disposal to Veterans from Surplus Property Ad -
ministrator W. Stuart Symington to Members of Congress, dated
November 14, 194 fe.
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b. Problem of Availability of Goods
Much of the dissatisfaction smong veterans with the
preference accorded them under the Surplus Property Act springs
from the fact that they are unable to obtain goods which they
most desire to purchase. The reason for the lack of availa-
bility of such goods lies chiefly with the owning agencies,
who have been slow in declaring civilian-type property. For
example, only $128,000,000 of motor vehicles in terms of origi-
nal cost to the Government, consisting of 15,000 passenger cars
and 110,000 trucks, were declared from January 1 through October
( 1 )
31, 1945. Again, only $77,000,000 of communications equip-
ment and electronic devices and $8,100,000 of photographic
(2)
equipment were declared surplus in this same period.
c. Proposed Amendment
Senator O'Mahoney has proposed three steps in order
to remove the confusion surrounding surplus disposal with re-
spect to veterans preference: (a) an amendment to the Surplus
Property Act granting the veteran a priority over 8 11 other
disposals of surplus property except transfers to Government
agencies, and permitting the veteran to acquire surplus property
(1) Opening Statement of Senator Joseph C. O'Mahoney (D) of
Wyoming, Chairman. Surplus Property Subcommittee of the Com -
mittee on Military ~ " " “
Senate 6ff*ice Fullc to Cons
*y
l Affairs, at Hearing Held December 12, 1&45 ,
m ider Recommendations of W. Stua
y /j^gosei or surplus Proper
_
Ldlng,
Symington, Surplus Propert Administrator,
disposal f S ty to Veterans
,
rt
with fcespect to the
Release, December 12,
(2) Ibid.
-tf
for his personal use; (b) the establishment of a definite
inventory of surplus property so that the veteran will know
what the Government has to sell; and (c ) the establishment of
(1)
an efficient and equitable system of distribution. Included
in the proposed amendment are several provisions calling for
more speedy declaration of consumer goods by the owning ac-
(2)
tivlties. This should have a salutary affect by making more
civilian-type property available now when the demand is so great
d. Summary
The Surplus Property Administrator has listed five
causes to which most of the complaints regarding veterans prefer
ence can be traced: (a) not enough kinds of property have been
declared surplus that veterans want; (b) the condition in which
the property is declared surplus presents n difficulty to the
veterans in exercising their preference rights; (c) the lo-
cations at which the property is declared surplus present 0
difficulty to the veterans in exercising their preference
rights; (d) an adequate number of direct outlets for distri-
bution of surplus property to veterans has not been established;
(3)
and (e) there has been poor administration in the field.
(1) Surplus Goods to Pe Released on High Priority to Veterans
( 3urplu s Property Subcommittee of the Committee on Military
Affairs), Release, January 5, 1946.
(2) See Chapter IV. p. 60.
(5) Quarterly Progress Report to the Congress by the Surplus
Property Arlminist rat ion, Fourth Quarter 1946, January 31,
1^46, p. 14":
—
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However, the Surplus Property Administration and the Surplus
Property Subcommittee of the Senate Committee on Military Af-
fairs, after close study of the entire problem of veterans
preference, have taken conclusive action toward eliminating
these complaints, and the current criticisms made in regard to
veterans preference should be largely dissipated before long,
(1) Canada's Use of a Cash Bonus
It i 8 interesting to note in connection with this
discussion of veterans preference that the Canadian system for
the disposal of surplus property makes no provision for veterans
( 1 )
preference. Under the supervision of the Department of
Veterans' Affairs, the veteran is given a cash bonus for such
purposes as establishing himself in business and continuing his
education. The Canadian Government felt that there W8S no wsy
the veteran could receive a true preference in the purchase of
( 2 )
surplus property except by granting him a straight cash bonus.
The probability of the adoption of a similar plan by this
country is very slight, especially if the problem of outlets
will have been solved by the use of the 350 special representa-
tives in the offices of the War Assets Corporation as points
of contact for purchase of surplus property by veterans.
( 1 ) Subcommittee Print No. 4, 79th Congress, 1st Session
( Surplus Property Subcommittee of the Committee on Millie ry
Affairs), October 8, 1945, p. 3,
(2) Letter from W. Stuart Symington, Surplus Property Admini -
strator to Senator Joseph C, O'Mahoney on the Problem of" Veter -
ans Preference
,
dated November 1945, p. 2, (transmitted ss
an enc losure in letter to Congress dated November 14, 1945).
'
VI SURPLUS PROPERTY DISPOSAL IN RELATION TO
THE CONTRACT SETTLEMENT PROGRAM
A. Scope of Contract Settlement Program
The contract settlement program is closely allied
with the surplus property disposal program, both being de-
signed as reconversion measures to aid the short range problem
of transition from war to peace and the long range problem of
achieving full production and full employment.
The contract settlement problem Is complex and of
vast scope, basically effecting the economic welfare of the
(1)
entire nation.
Since the start of war production to December 31,
1945, 303.000 prime contracts have been terminated, involving
.
(2)
$64 , 000, 000,000 in cancelled commitments. Contract termi-
nations have generated an Infinite series of problems, among
(1) At the height of the war, when a large group of the fore-
most executives in America were asked what they considered
their principal postwar problem, they answered almost without
exception that they were primarily concerned with the settle-
ment of their war contracts and the reconversion of their
plants. Sypher, A. H.
,
"Post-War Problem No. 1", Nation^
Eusiness (Vol. 31, No. 5), May 1943, p. 21.
(2) Sixth Quarterly Report of the Office of Contract Settle -
ment~ January 31
,
lsHe, p. 1.
«*
'
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the most important of which are speedy settlement, retention
or sale of contractor inventory, and prompt plant clearance.
B. Contract Settlement Act of 1944
(1)
The Contract Settlement Act of 1944 was pre-
pared by the War contracts Subcommittee of the Senate Committee
on Military Affairs, in cooperation with the Senate Special
Committee on Post-War Economic Policy and Planning. The im-
portance of appropriate contract termination legislation was
recognised early in the war. Hearings were begun in October
1943 on bill S. 1718, which was approved as the Contract Settle-
ment Act of 1944 on July 1, 1944. Extensive hearings were
held by the War Contracts Subcommittee in preparing the Act.
Consultations unprecedented in scope took place with war con-
tractors, businessmen, labor groups and the interested Federal
agencies in the process of drafting the legislation. All
studies and investigations of the War Contracts Subcommittee
were conducted in coooeration with the Special Committee on
(1) Public Law 595, 79th Congress .
.1
*
#
*
( 1 )
Poat-nar Economic Policy and Planning.
1. Object lveg
The Contract Settlement Act was designed both ss a
nor and reconversion measure. Its objectives are: (a) "to
facilitate maximum war production during the war, and to expe-
dite reconversion from war production to civilian production
as war conditions permit"; (b) to assure prime contractors and
subcontractors quick, equitable settlement of claims arising
from terminated war contracts; (c) to provide adequate working
capital during period between termination and final settlement
(d) to assure uniformity among Government agencies in respect
to termination settlements and interim financing; (e) to pro-
vide proper advance notice before termination; (f) to provide
expeditious removal of material from plants whose contracts
have been terminated; and (g) to provide protection for the
(2)
Government against fraud.
2. Basic Definitions
Understanding of the meaning of certain basic terms
is necessary for a full appreciation of the connection between
(1) For a complete history of the careful planning behind the
formulation of the Contract Settlement Act of 1944, see the
following prints of the War Contracts Subcommittee of the Com-
mittee on Military Affairs: Senate Subcommittee Print No. 3
,
78th Congress. 2nd Session
,
March 1944; senate Subcommit tee
Print Mol 4, 76th Congress 2nd Session , May 12, 1944; and
Senate Subcommittee Print No. ii, 7aUT~Congres s, 2nd Session ,
December 15. 1ID44.
(2) Contract Settlement Act, section 1(a) through (f).
..
-
.
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the contract settlement program and the surplus disposal program.
a. "War Contractor"
The term "prime contract" means any contract entered
into hy a contracting agency and connected with the prosecution
of the war; the term "subcontract " means any contract entered
into to fill 8ny requirements of one or more prime contracts
or one or more other subcontracts; the term "war contract"
means a prime contract or a subcontract; and a "war contractor"
( 1 )
is a holder of one or more war contracts.
b. "Contractor Inventory"
By the term "contractor inventory" is meant: "(1) any
property related to a terminated contract of any type with a
Government agency or to a subcontract thereunder; and (2) any
property acquired under a contract pursuant to the terms of
which title is vested in the Government, and in excess of the
amounts needed to complete performance thereunder; and (3) any
property which the Government is obligated to take over under
any type of contract as a result of any change In the speci-
( 2 )
fications or plans thereunder."
c. "Termination Inventory"
the term "termination inventory" is meant any
materials properly allocable to the terminated portion of a
(1) Contract Settlement Act , sections 3(a) through (c).
(2) Surplus Property Act , section 3(f).
..
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war contract.
(1)
C . Connection between Office of Contract Settlement and
Surplus Property Administration
The prime objective of the Office of Contract Settle-
ment is to achieve prompt, equitable settlement of claims
arising from terminated war contracts. However, inasmuch as
contractor inventory is generated largely through contract
terminations and inasmuch as the disposition of such inventory
falls under the direction of the Surplus Property Administration
close coordination has been maintained between the Office of
(2)
Contract Settlement and the Surplus Property Administration,
Specific programs on which the Office of Contract Settlement
and the Surplus Property Administration have worked in close
cooperation are the disposal of contractor inventories and
plant clearance.
1, Disposal of Contractor Inventories
Uhder section 14(a) of the Surplus Property Act owning
agencies may be empowered by the Surplus Property Administration
(1) Contract Settlement Act , section 3(d),
(2) Sixth Quarterly Report by the Director of Contract Settle -
ment to the Congress
.
January 1^46, p. id.
.
to authorise contractors to retain or dispose of contractor
( 1 )
inventory. This provision is implemented by Regulation No. 6
( 2 )
and No. 9 of the Surplus Property Administration. Regu-
lation No. 6 empowers owning agencies to authorize contractors-
ln-possess ion to retain plant equipment, including buildings,
installations, and machinery located In the contractors* plants.
Regulation No. 9 empowers owning agencies to authorize con-
tractors-in-posseseion to retain or sell contractor inventory.
The Office of Contract Settlement has worked closely with the
Surplus Property Administration in carrying out these regu-
lations, especially from the point of view of arriving at
prompt contract settlement and expeditious plant clearance.
2. Plant Clearance
The prompt clearance from contractors* plants of all
termination inventory is essential to reconversion. The re-
moval of equipment which is not desired by the terminated con-
tractor is of supreme importance, inasmuch as the reconversion
of the contractor depends in large measure upon the speed with
(3)
which his plant clearance problem is met and solved.
(1) See Chapter III, p. 47.
(2) See Chapter II, p. 37.
(3) Senate Report No 110, Part 4, 79th Congress, 1st Session ,
Fourth Annual Report (Special Committee Invest lga ting the"
ifa t i ona 1 befens e Program ) , p. 21.
‘-
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( 1 )
Under sections 14(a) and 36 of the Surplus Property Act,
the Surplus Property Administration is empowered to effectuate
policies and orocedures governing the disposal or use of con-
( 2 )
tractor inventory. By section 12 of the Contract Settle-
ment Act, the Office of Contract Settlement is emoowered to
establish policies on time limits within which Government de-
cisions must be made as to items to be taken by the Government,
When it is finally determined what inventory the Government is
to remove in accordance with the regulations of the Surplus
Property Administration, actual removal is subject to the regu-
lations (Regulation No. 4 and Regulation No, 10) of the Office
of Contract Settlement until a Government agency has obtained
title and possession of the property. The Office of Contract
Settlement and the Surplus Property Administration, therefore,
have had to work in the closest cooperation to achieve expe-
ditious plant clearance.
(1) Section 36 of the Surplus Property Act calls for the es-
tablishment of procedures to advise contractors as far in ad-
vance of termination as possible as to the care, handling, and
disposition of termination inventories, and directs that the
Surplus Property Administration and the Office of Contract
Settlement cooperate in carrying out these procedures,
(2) Section 12 of the Contract Settlement Act provides in
general: (a) within sixty days after filing of inventory lists
by the contractor, the Government must remove the property; (b)
if the Government fails to remove the property, the contractor
can remove and store the property at the risk and the expense
of the Government; and (c) the contractor can remove and store
the property earlier at his own risk.
v..
-
'
-
.
a. Preterminat ion Agreements
An effective aid toward achieving prompt plant
clearance has been the use of formal or informal agreements
between the contractor and the contracting agency in advance
of termination. When termination comes, the exact steps to be
taken by the contractor in obtaining quick settlement and plant
clearance are known. SDecific authority to enter into formal,
binding agreements covering one or more aspects of the termi-
nation settlement in advance of actual termination was granted
by Regulation No. 3 of the Office of Contract Settlement,
issued September 27. 1944.
V
D. Progress to Date
The record of the Office of Contract Settlement in
settling cancelled war contracts end in removing Government-
owned property from war plants has been excellent. This record
was achieved despite the rush of cancellations, claims and
plant clearance requests that followed Japan's surrender.
1. Progress in Settlement
The progress in settlements of contracts has been
*
consistently good. Previous to VJ-Day, cancelled commitments
amounted to $38,500,000,000, and settlements during this period
M,
.
•'
‘
'
’
•
'
h
*
i'
( 1 )
amounted to $23,600,000,000* In other words, 61 percent by
dollar value of all commitments cancelled prior to VJ-Day were
settled prior to VJ-Day. Within 45 days after the surrender
of Japan, the great majority of cancellations had been completed
from VJ-Day to October 1, 1945, a total of 122,000 contracts
had been terminated with a cancelled commitment value of
.
( 2 )
$25,000,000,000. The machinery of the Office of Contract
Settlement operated smoothly under the heavy load of cancel-
lations which followed VJ-Day, By December 31, 1945,
$6 ,800,000,000 had been settled of the total of $40,000,000,000
in commitments pending unsettled on VJ-Day or terminated since
( 3 )
then.
Overall figures show that contract settlement (which
is a major factor in reconversion not only on account of its
own contribution to the reconversion program but also on ac-
count of i t 9 close connection with the surplus property dis-
posal program) is definitely over the hump: by December 31,
1945, of the 303,000 prime contracts terminated since the be-
ginning of war production, 250,000 or 83 percent had been
settled; of the $64,000,000,000 of commitments cancelled since
(1) Fourth Report to the President, the Senate and the House
of Representatives by the director of War Mobilization an5T
Reconversion
,
September 30, 1^45, p. 11.
(2) Fifth Report to the President, the Senate and the House
of Representatives by the Director of War Mobilization and
Reconversion
,
flee ember 51. 1945, p. 56,
(3) Sixth Quarterly Report by the Director of Contract Settle -
ment to the Congress
.
January 3l, 1945, p. 1.
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the beginning of war production, $30,000,000,000 or 47 percent
(1)
had teen settled.
2. Progress in Plant Clearance
The reconversion of plants from war to peacetime
production has been greatly facilitated by the promptness with
which Government -owned property has been removed from the
( 2 )
plants. The peak in plant clearance requests was reached
after VJ-Day, in the month of October 1945, when 28,000 request
were received; and it is estimated by the Director of Contract
Settlement that over half of ell the plant clearance work re-
sulting from war contract terminations was completed by the
(3)
end of 1945. Since April 1945, considerable Improvement
has been made in meeting the sixty day limit within which the
Government is required to move its property out of th6 con-
tractor’s premises. In April, with only 5,000 requests for
plant clearance, over sixty days were required for completion
in 18 percent of the cases. In sharp contrast to this record,
in the period from July through September, 37,700 requests
were received and 25,300 were completed, with only 5.8 percent
( 1) Sixth Quarterly Report by the Director of Contract Settle -
ment to the Congress
,
January 3l, 1946, p. 1.
(2) Fifth Report to the President, the Senate and the House
of Representatives by the Director or tar rioblilzation and"
"
Reconversion, December £1. 1^45, p. 59.
(3)
Sixth Quarterly Report by the Director of Contract Settle -
ment to the Congress
,
January &i, 1946, p. 1.
on
requiring over sixty days for completion; and in the period
from October through December, 75,000 requests were received
and 65,000 were completed, with only 5.3 percent requiring
( 1 )
over sixty days to complete.
(1) Sixth Quarterly Report by the Director of Contract Settle *
ment to the Congress
,
January di, 1946, p. See also sta-
tistical tables on plant clearance requests in Fifth Quarterly
Report bv the Director of Contract Settlement to the Congress
,
October 81
,
19457 Appendix B, pp. £1-65.
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VII WEAKNESSES, ABUSES, AND SAFEGUARDS
IN SURPLUS PROPERTY DISPOSAL
A. Weaknesses
There are three major weaknesses in the surplus
property disposal program: inadequate organization, slowness
in declaring surplus, and slowness in making disposals. However,
steps have been taken of recent date to strengthen these weak
pillars in the surplus disposal structure, and progress toward
this end has been so rapid that within a few months these weak-
nesses should be largely eliminated.
1. Inadequate Organization
Da the early stages of the surplus property program,
the multiplicity of Federal agencies involved tended to delay
declaration and disposals and created confusion in general.
However, there has been a steady tendency toward centralizing
disposal functions and authority. The major steps In central-
izing disposal fractions have been: the transfer of consumer
goods disposal from the Treasury Department to the Commerce De-
partment; the transfer of consumer goods disposal in turn from
the Commerce Department to the Reconstruction Finance Corpo-
ration; the transfer of the surplus property disposal functions
of the Smaller War Plants Corporation to the Reconstruction
*
97
Finance Corporation; the designation of the far /ssets Corpo-
ration, a subsidiary of the Feconst ruct ion Finance Corporation,
as the sgency responsible for sll disposal operations handled
by the F.ec on struct ion Finance Corporation. The major steps in
achieving centralized authority and responsibility have been:
superseding the Surplus 7'ar Property Administration by the
Surplus Property Board; superseding the Surplus Property Board
by the Surplus Property Administration; transferring the au-
thority and responsibilites of the Surplus Property Adminis-
tration to the War Assets Corporation, effective February 1,
(i)
1946; superseding the War Assets Corporation by the es-
tablishment of the War Assets Administration, effective “-arch 26,
1946, in the Office for Emergency Management of the Executive
( 2 )
Office of the President.
The upshot of this juggling of functions and au-
thority has been to establish a single, independent agency di-
rectly responsible to the President for carrying out the sur-
plus disposal program and acting as disposal agency for almost
all domestic surplus property.
a. Surplus Property Disposal under Federal Statutes
There are in existence several hundred Federal statutes
authorizing disposals of various kinds. During the war, a fairly
(1) Executive Order Wo. 9689 , issued January 31, 1946, para-
graph 1.
(2) Ibid., paragraph 3
':
.
“ 8
V •
.
<• -
-
‘
98
large volume of surplus property was disposed of outside the
( 1 )
Surplus Property Act for war production. However, very
little surplus property Is now being disposed of under these
statutes. By section 34(a) of the Surplus Property Act, the
Surplus Property Administration is given the authority to pre-
scribe regulations to govern the disposition of sumlus property
made under any other law whenever such regulations are neces-
sary to effectuate the objectives of the Act. An example of
the exercise of this authority Is the formulation of Regulation
No. 19, which requires the Army and the Navy to secure approval
of the Federal Security Agency before making donations of ma-
chinery and equipment to schools under the Act of February 28,
(2)
1936 and the Act of May 23, 1930 as amended, respectively.
2 Slowness in Declaring Surplus
There is no question but that both the Army and the
Navy were slow in declaring surplus property during and immedi-
ately after the war because of their absorption in the war and
related problems, such as 3ize of peacetime military establish-
ment, stand-by facilities, stockpiling, etc. However, under
pressure from Congress and the public, surpluses are now being
(3)
declared in large quantities. The improved situation la
(1) Second Quarterly Progress Report of the Surplus Property
Board
,
foe y 2&, p. lb".
(2) Quarterly Progress Report to the Congress by t he Su rplus
Property Administration, Fourth 'Quarter 1945
,
"January Si,
1946, p. 6fe.
(3)
See Chapter IV
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apparent in the figures on total declarations for the third
quarter of 1945 as comoared with the fourth quarter. Decla-
rations, excluding nonsalable aircraft, amounted to only
11.100.000.
000 at reported cost for the third quarter, whereas
declarations for the fourth quarter, excluding nonsalable air-
craft, were almost five times as high, reaching the figure of
*
(1)
15.400.000.
000.
3. Slowness in Making Disposals
As with declarations, disposals in general were not
(2)
made with sufficient expedition during the war. However,
disposals at reported cost during the fourth quarter of 1945,
excluding nonsalable aircraft, amounted to #562,000,000 - almost
(3)
four times the $150,000,000 in disposals for the third quarter.
Despite this improvement in value of disposals, the record is
far from satisfactory in the light of the large Increase in
inventory in the fourth quarter and in the light of the huge
increases in inventory anticipated during 1946. Great emphasis
must be placed on the policy of "sell now" while the market is
(1) Quarterly Progress Report to the Congress by the Surplus
Property Administration, Fourth Quarter I94fe
,
January 31,
194©, p. 70.
(2) Senate Report No. 110, Part 4, 79th Congress, 1st Session ,
Fourth .Annual Report ({Special Committee Investigating the
National defense Program)
, p. 2.
(3)
Quarterly Progress Report to the Congress by the Surplus
Property Administration, Fourth Quarter 1943, January 31,
1946
,
p. 76.
tl* <t
& s
•
,
v
‘
t
,
*
'
,
*
'
100
ripe for the absorption of all kinds of surplus property and
while reconversion toward full peacetime production and em-
ployment can be speeded by prompt disposal of war plants and
industrial equipment. Coupled with thl9 Increased emphasis on
immediate sale, publicity must be made more widespread and the
number of outlets for various types of surplus property in-
creased. It is to be noted in this connection that steps are
being taken to develop peacetime uses and outlets for special-
ized war equipment. For example, the Reconstruction Finance
Corporation has entered into experimental engineering contracts
with various Industrial firms in an attempt to explore means
of utilizing the tremendous quantities of engines built to
power combat planes and tanks, 20,000 of which have already
( 1 )
been declared surplus.
B. Abuses
In general, abuses to date In the surplus property
disposal operations have been very small in number and have
been of an administrative or noncrimlnal nature. However,
there are several cases on record in the early days of the
surplus disposal program which are notorious for their flagrant
(1) "Surplus Engine Program", Business Week (No. 856), January
26, 1946, p. 62.
'.
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abuses and which have been the subject of Congressional In-
vestigations. Two of the outstanding cases of this type are
Surplus Liquidators, Inc. and Worldwide Mercantile Coroorstion.
1. Surplus Liquidators, Inc .
Early in November 1944, the Defense Plant Corporation
awarded to Surplus Liquidators. Inc. e contract to sell at
public auction materials which had been declared surplus at
seventeen Defense Plant Corporation plants in the New York
area. The auctions were conducted in an unprofessional and
unsatisfactory manner, with improper advertising and improper
supervision, as a result of which the Government did not re-
ceive as high a return on the sale of the surplus property
(1)
83 it otherwise would.
2. Worldwide Mercantile Corporation
The Worldwide Mercantile Corporation was incorporated
in Jiily 1944 under New York law by a group whose purpose was
to speculate in Government surpluses. One of the principal
organizers was a notorious racketeer, Irving Wexler. As a
result of favorable contacts with persons in Government office,
the corporation succeeded in obtaining surplus property, which
it was able to sell at high profits to legitimate businesses.
(1) For a complete history of this cose, see Hearings before a
Special Committee Investigating the National be lense Program
7'9th Congress, 1st Session, Pari 2 r/
, pp. 12403-l£tj47, and
"Senate Peport No. llO. ftart l, V9th Congress
,
1st Session , re-
printed In Fourth Annual Report (Special Commit tee Invest 1-
gating the rJat ional tefense Program), pp. 216-230.
!'•
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The activities of the group, however, were ended before they
(1)
had an opportunity to purchase much Government surplus.
C . Safeguards
In order to safeguard the public interest in the
disposal of billions of dollars of surplus property, a regular
compliance system has been established by the Surplus Property
Administration, This system is based on sections 26 and 27
of the Surplus Property Act. Section 26 provides civil reme-
dies and penalties for any fraudulent acts corranitted in the
disposal of surplus property and assigns full power and Juris-
diction to hear and try such cases to the Federal district
courts. Section 27 provides that former Government employee?
who approved or authorized any dispositions of surplus property
under the Surplus Property Act are prohibited during the period
of their employment, or for a period of two years after that
time, from acting in any private capacity in connection with
the disposition of surplus property. Violations of these
(1) For a complete history of this case, see Hearings before
a Special Committee Invest igating the National Pefense Program ,
78th Congress. 2nd Session, Part 26
, pp. 11737-11862, and
Senate Report fro, lib. Part 1, 79th Congress, 1st Session , re-
printed in Fourth Annual Report rSpecial Committee investi-
gating the National defense Program), pp. 230-237.
‘.
*
'
sections of the Surplus Property Act are punishable by aporopri
(1)
ate fines and penalties.
1. The Compliance System
A Congressional Committee recommended as early as
March 1945 that a compliance staff be set up responsible only
to the Surplus Property Eoard and operating independently of
(2)
any other departments. A regular compliance system was es-
tablished by the Surplus Property Administration by the issu-
ance of Regulation No. 15, effective November 16, 1945, which
fully implements section 26 of the Act. By this regulation,
each disposal agency is directed to establish a compliance
organization which will be charged with the responsibility of
insuring that its disposal activities are in full compliance
with the regulations and policies of the Surplus Property Ad-
ministration. Each compliance organization is further directed
to maintain written records of all investigations and submit
to the Surplus Property Administrator one copy of all cases
(1) Violations under section 26 are punishable by: (a) payment
of the sum of #2,000 to the United States for each fraudulent
act and double the amount of any damage which the United States
may have sustained, together with the costs of the suit; (b)
payment, if the United States so elect, of twice the sum in-
volved in the surplus transaction, as liquidated damages; and
(c ) restoration, if the United States so elect, of the property
Violations under section 27 are punishable by a fine of not
more than #10,000, or imprisonment for not over one year, or
both.
(2) Senate Report No 110. Part 1, 79th Congress. 1st Session ,
reprinted in fourth Annual Report (Special Committee Investi-
gating the National Defense Program), p. 212.
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referred to the Department of Justice for criminal violations
and to the Federal Trade Commission for unfair trade practices,
a. Results to Date
Because of this well-integrated compliance system,
which is controlled by a central compliance staff directly re-
sponsible to the Administrator, criminal violations to date
have been small in number and indicate no widespread or organ-
ized criminal collusion. There are only 28 criminal cases at
present pending, the majority of which involve misconduct of
( 1 )
employees or former employees of disposal agencies,
o. Comparison with World War I
Disposal of surplus after World War I, on the other
hand, was filled with numerous cases of fraud, collusion, and
surreptitious practices. From 1922 to Jhne 30, 1936, the De-
partment of Justice handled 955 cases involving criminal vio-
( 2 )
lations in connection with surplus disposal. The sentiment
of the times is revealed in a statement by Alfred W. McCann,
writing in August 1919, of the losses sustained by the Govern-
ment in its dealings with the packing industry: "All is fair
in business, so why should the packers neglect an opportunity
to sell the Government in a crisis fifty cents worth of meat
(1) Quarterly Progress Report to the Congress by the Surplus
Property Administration, Fourth Quarter 1^46
,
January 51,
1946
, p . 16
.
(2) Second Quarterly Progress Report of the Surplus Property
Board'. Uk~ffB
,
"I
'
•'
*
for a dollar and then buy bBCk a dollar's worth for fifty
cents, in order to resell it to the people for another dollar?
This attitude is In marked contrast to the present aim In all
surplus dealings, viz., "sell as in a goldfish howl, with re-
(2 )
cords always open to public inspection."
(1) Howenstine, E. J, , Jr., op. clt., p. 253
(2) See Chapter I, p. 15,
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VIII CONCLUSIONS AND RECOMMENDATIONS
A. Overall Results of Disposal Agencies
In general the disposal agencies to date have ac-
complished a creditable job in disposing of surplus property.
In Judging the effectiveness of the disposal agencies, two
factors should be taken into consideration: first, prompt
sales were frequently impeded by restrictions Imposed by the
economic and social objectives of the Surplus Property Act;
and second, the owning agencies were hesitant to declare surplus
until VJ-Day and frequently withdrew surplus even after decla-
ration up to that time. Tables II, III, and IV show the pro-
gress in disposals through December 1945, It is to be noted
that the disposal of nonsalsble aircraft is treated as a sepa-
rate problem in these tables. This has been done to clarify
the picture of disposal progress: disposal of nonsalable air-
craft is now being treated as a scrapping operation by the
Surplus Property Administration.
1. The Task Ahead
Now that declarations are beginning to pour into the
disposal agencies at an ever increasing rate, an immediate mer-
chandising Job of tremendous proportions faces these agencies
'i .. . :
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If the Government is to realize the fullest monetary benefit
from it 8 surplus and if the industrial economy is to be rapidly
reconverted to full peacetime production and employment. The
inventory of surplus property in the hands of the disposal
agencies at the end of December 1945 amounted to approximately
$10,000,000,000; in the next 18 months it is estimated that the
inventory of surplus property to be liquidated by the disposal
agencies will amount to $52,000,000,000. Table V shows the
9ize of the task ahead by the major classes of property
B. Recommendations
The surplus property program has reached the point
where all policies and regulations implementing the Surplus
( 1 )
Property Act have been completed. The policy job ahead
will be largely one of interpretation of present regulations
on the part of the War Assets Corporation and its successor,
the War Assets Administration. However, three specific phases
of surplus property disposal should continue to concern the
policy and operating heads of the program: (a) the problem
of timely sales; (b) the problem of an adequate number of
(1) Letter of Resignation of W. Stuart Symington, Surnlue
Property Administrator, to the President
,
January 11,* 1946
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outlets: and (c) the problem of achieving effective disposal
to priority and preference claimants.
1. Timely Sales
The Importance of timely sales cannot be overempha-
sized. Great quantities of industrial equipment and consumer
goods can now be readily absorbed by our economy without Im-
peding new oroductlon. Sale or lease of industrial plants now
can effectively aid reemployment and reconversion. Two of the
foremost authorities on the liquidation of war assets have
recognized timely sales as the crux of the surplus property
disposal program. Mr. Bernard M. Baruch* s advice to the Surplu
Property Administration has been to follow the policy of sellin
as much as possible as soon as possible: "If in doubt - sell!"
Professor Kaplan has laid down the following principle for the
disposal of surplus property: "The fundamental principle, by
which every specific application of surplus disposal policy
has to be tested, is that the Government^ inventory should be
( 2 )
made available for the use of consumers without delay,"
To effect timely sales, It is necessary not only
that pricing be reasonable but also that an adequate number of
sales outlets be installed to reach the prospective customer,
(1) Statement of Mr. Bernard M, Baruch to the Members of the
Surplus Property Board concerning Policies to be Used In bTa -
poBing of Surplus f^roperty
.
Release, 0^1 45^9, liay 12, 1^45.
(2) Kaplan, A. D. H.
,
op. cit., p. 79.
.1
11?
2. Adequate Number of Outlets
The number of outlets for merchandising the huge
volume of Government surplus must be Increased, If the surplus
property program Is to achieve success In disposal In 1946, the
crucial year for making timely sales. The War Assets Corpo-
ration has recognized this problem and is making studies In
utilizing customary channels of trade as outlets for surplus
property. Up to January 31, 1946, for example, 556 ’’approved
dealers" have been authorized by the War Assets Corporation to
solicit and negotiate sales of Government -owned surplus machine
tools and production equipment under the "agency dealer" plan
(1)
established on December 10, 1945.
3. Adequate Priority and Preference Procedures
Successful operation of the regulations implementing
the sections of the Surplus Property Act which afford prior-
ties and preferences to certain groups has continued to be a
major problem of the Surplus Property Adrainistre tion. The ac-
complishment of effective veterans preference in particular is
beset with major difficulties, and undoubtedly Congressional
action is necessary if veterans are to receive a large share
(2)
of the goods they most desire. One of the most recent moves
(1) Under this plan, approved dealers are paid 12j percent of
Government disposal prices. See Release of List of Approved
Dealers for Government -owned SprpTus Machine Tools and Pro-
duction Equipment
,
Release, MC 65, February ll, 194(5.
(2) See Chapter V, pp. 75-84.
j.
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In making priority and preference rights more effective la to
designate In the case of site sales specific days on which
priority and preference groups can Inspect and purchase goods.
This plan has been adopted for the sale of motor vehicles and
has resulted In an Increasing number of purchases by priority
( 1 )
and preference claimants. Similarly, in the sale of
$49,000,000 worth of surplus property at Port Hueneme, Cali-
fornia, 30 percent of all the building materials are to be re-
served by the War Assets Corporation for top priority buyers
including veterans for a 10-day period from the opening day
( 2 )
of the sale.
C. Conclusions
The surplus property disposal program of the Govern-
ment is meeting the objectives laid down in the Surplus Property
Act. As contemplated by the provisions of the Act, the tre-
mendous national asset represented by World War II surplus
property is being safeguarded. Disposals are being mede at a
(1) Quarterly Progress Report to the Congress by the Surplus
Properly Administration, Fourth Quarter i94fc
,
January 31,
1546, pp. 13-14.
(2) Surplus Disposal Law Reports , Commerce Clearing House, New
York, Chicago
.
Washington, ±944
,
Report Letter No. 68
,
Febru-
ary 18, 1946, p. 1.
.'
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reasonable return to the Government and are facilitating recon-
version, fostering free enterprise, end encouraging full em-
ployment. However, the real test of the disposal machinery
lies in the months ahead when the overwhelming weight of war
surplus will be declared by the owning agencies for disposition.
The policies have been formulated, the regulations have been
established, and the machinery has been put in operation. To
date, the machinery seems to be effectively handling the dis-
posal load.
1. Outstanding Characteristics of Program
The two outstanding characteristics of the surplus
property program are: (a) advanced planning; and (b) rapidity
and frequency with which the planned program has been changed
to conform with experience gained through trial and error. Ad-
vanced planning has been the real basis for the ability of the
surplus property program to meet the changing character and
quantity of the disposal load as the war drew to its close and
as the reconversion period has advanced. There has been no
hesitancy on the part of the Government, however, to modify
it 8 plans to make its surplus disposal program more effective
in the light of actual experience. The best example of this
is the rapid movement from a loose, unwieldy, sprawling dis-
posal organization to a highly centralized, well-coord ineted
organization.
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